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Lucent’s Henry Schacht 
'Too many get cold feet 
as retirement approaches’ 
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EU companies statute 
Broad principles may 
be agreed next week 
Page 3 



Catastrophe^^ids; . Accidental Theorist 

Struggling to compete with Economics guide for 
the reinsurance market the perplexed 

Page 6 Page 12 


Tens of thousands 
of Korean workers 
join general strike 
against job losses 

Tens of thousands of South 
Korean workers yesterday 
launched a two-day general strike 
against unemployment as the gov- 
ernment, struggling with the worst 
recession in two decades, warned 
union feeders the action was ille- 
gal. Page 14 

EU near deal on company law 

European Union states are close to 
a deal on a company statute aimed 
at allowing multinationals to oper- 
ate more efficiently across the EU. 
Page 3 

Serbs halt student protest 

Serbian police prevented more 
than t.000 students from marching 
through Belgrade in protest at a 
new law that imposes direct gov- 
ernment control over their univer- 
sity. Page 2 

ImSa backs disarmament 

Indian Prime Minister Alai Behari 
Vajpayee told parliament Delhi 
would pursue global nuclear disar- 
mament in international forums and 
refrain from exporting nuclear tech- 
nology. Page 4 

Beef exports to go ahead 

The European Commission 
decided Northern Ireland can start 
exporting beef from next Monday, 
for the first time for more than two 
years. Page 9 

Ranee fears World Cup terror 

France said it had “real and trou- 
bling" evidence of militant Islamic 
threats to next month's World Cup 
soccer championships. 

Iran-Saudi accord signed 
Iran and Saudi Arabia signed an 
agreement to co-operate in a 
broad range of fields ranging from 
business and investment to culture 
and sports. Page 8 

Danish PM caBs for Yes vote 
Danish Prime Minister Poul Nyrup 
Rasmussen appealed for a Yes 
vole in today's close-fought refer- 
endum to endorse closer European 
Integration. Page 3 

US *wants Rime back in Nate' 

A senior US senator said Washing- 
ton will work hard to have France 
return to being a fun member of 
Mato despite French efforts to "irri- 
tate" the US. Page 6 

Minister survives cafis to quit 
Angela Merkel, the German envi- 
ronment minister at the centre of a 
row over contaminated nuclear 
waste transports, survived a call 
from the Greens for her resigna- 
tion. Page 2 

Georgian government Mamed 
Demonstrators in Tbilisi blamed the 
government for allowing 30.000 
Georgians to be driven from the 
buffer zone with rebel Abkhazia. 
Page 3 

Concent over IK inflation 
A Bank of England official said UK 
inflation will continue to rise unless 
wages and consumption are kept 
ividar control. Page 9 


Greenpeace is seeking a court 
injunction to halt construction of a 
gas pipeline it says threatens 
Argentina’s dwindling jaguar popu- 
lation. Page 7 

Taxi protest tided 
A federal judge stopped a plan by 
New York City taxi drivers to drive 
sfcwrty through the dty in protest at 
proposed new rules of conduct. 
Page 6 

Sean colour pictures were en able to 
iub to ttds edition because of trans- 
mission problems to print sites. 


Daimler investors 
welcome Chrysler 
merger as chairman 
rules out job cuts 

Daimler-Benz shareholders 
welcomed the merger with Chrysler 
as chairman Jurgen Schrempp 
promised there would be no job 
cuts and vowed to protect the 
Mercedes-Benz brand. Also, Ger- 
man unions agreed that US car 
workers would be represented on 
the supervisory board of the new 
Daimler-Chrysler group. Page 15 

British Airways reported annual 
pre-tax profits down 9.4 per cent 
to £580m ($945m) due to the 
strong pound and a strike by cabin 
crew, but lower fuel prices and 
cost-cutting helped hold the 
decline to less than expected. 

Page 15; Comment, Page 20 

SwHzertand's federal government 
approved draft legislation to sever 
the Swiss franc’s link to gold, set- 
ting the stage for a referendum 
and constitutional amendment that j 
would allow the Swiss National 
Bank to sell half its reserves, about 
1 ,300 tonnes. Page 2 

CSN, Brazil's biggest steel group, 
and Thyssen Krupp Stahl of Ger- 
many, the world's number three, 
will invest $2 50m in a joint venture 
to make galvanised products for 
the motor industry in Brazil and 
other regional countries. Page 17 

Nissan, Japan’s second-largest 
carmaker, unveiled its fourth loss in 
five years because of sluggish 
sales. The results contrasted 
sharply with record profits by 
Toyota and Honda, which enjoyed 
buoyant demand overseas. Page 
15; Gearing up for European 
integratio n , Page 19 

Kane of Finland, one of the world's 
largest elevator and escalator man- 
ufacturers, is forging a global alli- 
ance with Toshiba of Japan to 
exploit rising demand for lifts and 
moving walkways. Page 18 

Alpha Credit, Greece's biggest 
private bonk, came to the rescue 
of the Socialist government with an 
offer to buy the struggling state- 
run Ionian Bank Which is at the 
centre of violent labour protests 
over privatisation policy. Page 3 

ttatomo “Tommy” Mandate Putra, 
youngest son of Indonesia’s former 
president Suharto, dismissed 
reports he may sell Ms 60 per cent 
stake in Lamborghini, the Italian 
sports car maker, to Volkswagen of 
Germany. Page 19 

Air Ranee, the French national 
carrier, reported its first fuH-yeer 
net profit for several years but 
chairman Jean-Cyril Splnetta said 
Its partial privatisation would be 
put off until after summer. Page 18 

IBC pension funds made an 
average return of 1 1 per cent In . 
the first quarter, foe highest for 
more than five years, compared 
with a loss of just over 1 per cent 
In the last quarter of 1997, but 
WM, the performance measure- 
ment company, warned that 
returns were running below 2 per 
cent In this quarter. Page 9 

PotyGram, Europe's largest musk; 
group, is to launch two experimen- 
tal promotions next month in which 
It will sell selected albums at the 
sane wholesale price throughout 
Europe. Page 8 


Asia fears hit world stock markets 


Concerns over economic problems halt 
record-breaking run on Wall Street 
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By PbSp Coggan and John Ridding 

Worries about Asia's economic 
problems sent world stock 
markets into a spin yesterday, 
prompting an end to the recent 
record-breaking run on Wall 
Street and in Europe. 

The US stock market bad 
started to shp on Tuesday, when 
the Dow Jones Industrial Aver- 
age fell ISO points, and investors’ 
confidence was dented further 
yesterday by a sharp drop in the 
Hong Kong market 

The Hang Seng index fell 5.3 
per cent after Tung Chee-hwa, 
the territory's chief executive, 
said economic growth would fell 
substantially and could even be 
negative. 

First quarter growth figures 
due tomorrow are expected to 
show a fell in output and to sig- 
nal the territory's first recession 
since 1965. 

Investment analysts said the 
government appeared to have 
waited until after this week’s 
legislative election to signal the 
severity of the downturn. Last 


weekend Donald Tsang, financial 
secretary, said he saw no need to 
revise his forecast of 3.5 per cent 
growth for the year. 

Meanwhile, the continued 
w eakness of the Japanese finan- 
cial system was illustrated when 
Moody's reduced Its credit 
ratings of five Japanese banks, 
including Bank of Tokyo- 
Mitsubishi and Dai-ichi Kangyo 
Bank, alter the sector's recent set 
of poor results. The Nikkei 225 
average fell 220.53 to 15,664.29. 

Analysts said the fell of the 
Japanese yen, which hit a seven- 
year low against the US dollar on 
Tuesday, may have sparked the 
sell-oH 

Joe Rooney, global strategist at 
Lehman Brothers, said: ‘Trouble 
has been brewing under the 
surface for a few weeks. The 
weakness of the yen is a threat to 
Japan’s Asian competitors such 
as Thailand and Korea and raises 
fears of a Chinese devaluation, 
which puts pressure on Hong 
Kong. Wall Street has fallen in 
response to the deterioration of 
conditions in Asia." 
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Prime minister Sergei Ktoyenko: turbulence wiB test his mattfe Picture: Reuters 

Brussels blocks 
Bertelsmann-Kirch 
digital pay TV deal 


By Samer tskandar in Brussels 

The European Commission 
yesterday blocked a planned 
German digital pay TV venture, 
after Bertelsmann, one of the 
partners, refused to beck a last- 
minute compromise which would 
have saved the deal. 

The proposed deal involved 
merging DF-1, a loss-making digi- 
tal TV service run by Kirch, the 
German media group, with 
Premiere, an analogue TV service 
controlled jointly by Kirch and 
CLT-Ufa, the Luxembourg media 
1 company part-owned by Bertels- 
mann of Germany. 

The decision to outlaw the deal 
threatens to delay by several 
years the introduction of digital 
TV in Germany and will increase 
speculation about the financial 
position of Kirch, which has 
accumulated substantial debt to 
buy rights to popular Hollywood 
films. Kirch said the Commission 
decision would not affect its abil- 
ity to do business. 

Brussels has only blocked eight 
deals since it was given wide- 
ranging powers to vet large merg- 
ers in 1990. Karel Van Miert, EU 
competition commissioner, said 
of yesterday's decision: “The 
European Commission has just 
decided unanimously to prohibit 
the joint venture." 

Bertelsmann’s refusal to agree 
a compromise meant that the 


Commission did not have to vote 
on the joint venture, avoiding the 
possibility of divisions between 
commissioners being made pub- 
lic. Other commissioners had 
urged Mr Van Miert to take into 
account the industrial and cul- 
tural importance of the deal. 

Mr Van Miert said an accept- 
able solution had been within 
reach of the companies and the 
Commission. Negotiations had 
continued until Tuesday and Mr 
Van Miert bad taken the 
-unusual" step of suggesting a 
last-minute compromise. 

“1 made a verbal proposal, 
which was accepted by Kirch but 
turned down by Bertelsmann,” 
he said. “Bertelsmann [later] con- 
firmed in writing that it did not 
want to move at alL” 

The companies bad already 
made several sacrifices in an 
attempt to obtain Commission 
clearance. 

Mr Van Miert said the Commis- 
sion and companies should try In 
future to avoid last-minute nego- 
tiations. “A month before dead- 
line [for concluding merger inves- 
tigations), the Commission 
should make a decision, to let the 
parties know that they cannot 
drag their feet.” he said. “We 
must have time to consult other 
parties involved . . . Footdragging 
can sometimes go too far." 

How Van Wert beH 1!« fineTpage 2 
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Evidence of Asia's problems 
revived worries that economic, 
and corporate earnings, growth 
in the US and Europe might be 
adversely affected. 

The crisis in Russia, where the 
central bank trebled interest 
rates to defend the rouble, also 
dented sentiment. Europe's stock 
markets fell by around 2-3 per 
cent, with the FTSE Eurotop 100 
index dropping £L8 to 2,812.42. In 
London, the FTSE 100 index fell 
100.5 to 5.870-2. 

WaU Street gave another down- 
ward twist to the spiral when it 


opened lower in response to falls 
in the rest of the world. By 1pm 
New York time, the Dow Jones 
Industrial Average was 106.12 
points, or 12 per cent, down at 
8357.61. 

Turbulence also continued to 
hit the Brazilian market which, 
having fallen 5.8 per cent on 
Monday, was down 3.6 per cent 
by early afternoon. 

Some analysts felt the fall in 
European markets was an inevi- 
table setback after their recent 
strength. Before yesterday the 
FT/S&P Europe index had risen 


27 per rent since the start of the 
year, in dollar terms, and 53 per 
cent since the start or 1997. 

Ian Harnett, director of 
European strategy at BT Alex 
Brown, said: “European markets 
are still above equilibrium levels 
and we have still not seen the 
full extent of the correction we 
expect" 

Asian crisis, Page 8 
Bonds, Page 22 
Currencies, Page 23 
London stocks, Page 30 
Wortd stocks, Page 34 


Russia triples interest rates 
to 150% as rouble stumbles 


By Cbtystia Freeland hi Moscow 

The Russian central lpank tripled 
Interest rates to 150 per cent 
yesterday in a las^ditch effort to 
defend the rouble and restore 
stability to the financial system. 

President Boris Yeltsin has 
summoned his most important 
economic advisers to an emer- 
gency meeting in the Kremlin 
today to fight off one of the worst 
crises Russia’s nascent market 
economy has endured. 

The rate rise came in response 
to turmoil on Russian markets, 
where share prices fell by more 
than 10 per cent in the course of 
the day and yields on treasury 
bills soared above 80 per cent 

The rouble, rocked by fears of 
devaluation, edged below the cen- 
tral bank’s daily target corridor, 
but strengthened after the inter- 
est rate rise. Shares have fallen 
40 per cent since the start of the 
month and have lost more than 
half their value since the begin- 
ning of the year. 

Russian officials, in negotia- 
tions with the International Mon- 
etary Fund, have raised the possi- 


bility of a special fund to defend 
the rouble. The Kremlin is also 
hoping the IMF will decide by the 
end of this week to release a 
S670m tranche of Russia's three- 
year $9.2bn loan. A senior IMF 
official is expected to arrive in 
Moscow for talks today. 

Michel Camdessus, the IMF 
managing director, sought yester- 
day to calm Russia's troubled 
markets. “Contrary to what 
markets and commentators are 
imagining, this is nota crisis," he 
said. 

Sergei Dubinin, the central 
bank chairman, said the rate rise 
was an effort to defend ordinary 
Russians and to fight off “specu- 
lators” who hoped to profit from 
fears of a devaluation. The rise 
would be a “cold shower” for the 
overheated market 

The turbulence will test the 
mettle of Sergei Kiriyenko. 
Russia's new prime minister, 
whose team has already suffered 
one setback this week when it 
failed on Tuesday to find a buyer 
far Rosneft, the largest Russian 
oil company still to be privatised. 
That may have helped trigger 


yesterday's turmoil by depriving 
the treasury of the $ 2 . 1 bn it had 
expected to make from the sale. 

The frantic selling followed 
weeks of steady deterioration of 
the Russian financial system. 
Last week Russian equities shed 
more than 11 per cent in a day, 
prompting the central bank to 
raise interest rates from 30 to 
50 per cent. 

Investor concern has focused 
on Russia's public finances, par- 
ticularly its inability to boost tax 
collection. After gradually 
improving in the first quarter of 
the year, tax revenues fell last 
month and are expected to be 
poor this month as welL Russia's 
woes have been heightened by 
falling international prices for 
oil, a major export earner. 

"The central bank had one sin- 
gle purpose - to give a strong 
signal to the markets that they 
will not be dissuaded from 
defending the rouble, even at the 
cost of horrific interest rates,” 
said Martin Diggle at Moscow 
brokerage Brunswick Warburg. 

Editorial Comment, Page 13 
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IOSCO deal to reduce securities risks 


By Andrew Jack m Parts and 
An KeOy in Loodoo 

international securities 
regulators in Paris yesterday 
agreed draft plans designed 
to reduce systemic risks in 
national stock exchanges. 

IOSCO, the International 
Organisation of Securities 
Commissions, described as 
"ground-breaking” the intro- 
duction of this explicit objec- 
tive into their framework 
document. It would come 
alongside the more conven- 
tional objectives, already 


enshrined in law in the US 
and other countries, of pro- 
tecting investors and ensur- 
ing the fair and efficient 
operation of markets. 

The IOSCO meeting also 
approved two technical 
statements which lay out 
new recommendations on 
the identification, monitor- 
ing and management of 
risks, and on methodologies 
to determine the minimum 
capital standards required 
by securities firms. 

The draft documents on 
risk, which have already 


been widely circulated a nd 
approved by securities regu- 
lators including the US Secu- 
rities and Exchange Com- 
mission, are likely to be 
formally ratified at IOSCO's 
next annual meeting In Nai- 
robi. 

The document on capital 
standards brings IOSCO 
closer to the methodologies 
favoured by the Basle Com- 
mittee an Banking Supervi- 
sion based on complex 
“value at risk" models. As a 
result IOSCO expects to 
reduce market distortions. 


Tony Neoh, head of the 
Hong Hong Securities and 
Futures Commission, who 
helped co-ordinate the guide- 
lines, said they would prove 
useful to the International 
Monetary Fund, the Bank 
for International Settlements 
and other organisations 
involved in supervising new 
regulatory structures. 

He argued that efforts to 
control risk in the financial 
markets were especially 
important now that the total 
funds they contained - more 
than SSO.OOObn - exceeded 


the money available in the 
worldwide banking system. 

Concem abouttisks to the 
financial sector has risen 
since the Barings crisis, the 
problems in Asia and politi- 
cal pressure from the G7 
l addin g industrial countries. 

The regulators also 
approved a document on rec- 
ommended international 
non-financial statement dis- 
closure standards far cross- 
border offerings and initial 
listings by foreign issuers. 

It recommends within pro- 
spectuses widespread disclo- 


sure' cm topics including, 
boardroom practices, direc- 
tors' compensation and stock 
options, business, trends and 
the ways in which capital 
raised wifi be used. 

Later year IOSCO will 
consider for endorsement a 
package of accounting stan- 
dards developed by the Inter- 
national- Acc o un t ing Stan- 
dards Committee (IASC). 
These are also designed to 
facilitate cross-border list- 
ings. The SEC has indicated 
that endorsement is not a 
foregone conclusion. 


EU COMPETITION POLICY BRUSSELS BLOCKS GERMAN PAY-TV DEAL 


How Van Miert held the line against lobbies 


By Saoter Iskander in Brussels 
and Frederick Stftdemann 
in London 

The European Commission’s 
decision to block the Ger- 
man digital pay-TV project 
proposed by the media 
groups Kirch and Bertels- 
mann appears to be a big 
scalp for the trust-busters or 
Brussels. 

Despite considerable lob- 
bying from the companies 
and German politicians, the 
Commission and Us cham- 
pion of fair competition, 
Karel Van Miert. stood their 
ground. 

The result is that viewers 
in Europe's biggest media 


Prague 

launches 

bank 


market must now wait even 
longer for the promised won- 
ders of the multi-channel, 
inter-active world of digital 
pay-TV. But it is also a 
severe financial setback for 
Kirch, and many egos will 
doubtless be bruised. 

Deutsche Telekom, the 
partly privatised telecoms 
company, was also to have 
been involved in developing 
the technology needed for 
the broadcasting and recep- 
tion of digital programming 
and the distribution of the 
product on Its cable net- 
work. 

Yesterday's decision 
appears to mark a signifi- 
cant stage in the debate 


about forging a suitable reg- 
ulatory policy for “new 
media" industries, such as 
digital pay-TV, where for 
some time the need for basic 
guidelines has been recog- 
nised. 

In fact, the decision was 
not so clear-cut It was only 
Bertelsmann's refusal to 
make more concessions 
which allowed Mr Van Miert 
to claim that the subsequent 
decision by the Commission 
to block the deal was unani- 
mous. 

At least eight commission- 
ers, including two each from 
Germany, France and Spain, 
disputed Mr Van Miert's 
argument that by control- 


ling the hulk of programmes, 
the technology needed to 
watch them and distribution, 
the proposed deal would cre- 
ate a dominant market posi- 
tion. 

However, some of his crit- 
ics in the Commission were 
persuaded by the companies' 
arguments that the high cost 
anil risk of establishing digi- 
tal pay-TV in Germany mer- 
ited a more lenient regula- 
tory stance. 

Another factor, common to 
the “cultural" industries as a 
whole, was the national and 
linguistic sensitivities 
involved in television. 

But with Bertelsmann's 
withdrawal, no vote was 


needed. Both sides had 
moved closer to .an agree- 
ment in recent weeks ahead 
of a scheduled final decision 
on June 3, and Bertels- 
mann’s decision to pull out 
at the last stage reveals sig- 
nificant differences between 
the two companies, which 
have often been unwilling 
partners. 

While Kirch was prepared 
to make more concessions, 
Bertelsmann said any more 
revisions would have made 
the deal economically 
unviable. 

The final stumbling block 
was the demand from the 
Commission that indepen- 
dent cable operators should 


be allowed to market their 
own pay-per-view packages 
either alongside or including 
those offered by Premiere. 

This followed earlier con- 
cessions by the companies to 
bring third parties into the 
circle of shareholders of Beta 
Research, the technology 
and distribution company, 
and to make 25 per cent 
of the films to which 
Kirch holds the pay-tv 
rights available to other 
broadcasters. 

Yesterday both companies 
said they would seek to 
reach a new solution and 
that the conversion of Premi- 
ere to digital technology 
would go ahead. 


Slovak airwaves out 
of bounds to poll 


sell-off campaign debate 


By Robert Anderson in Prague 

The caretaker Czech cabinet 
yesterday agreed to adver- 
tise the sale of one of the 
country's biggest banks but 
to leave the disposal of the 
other two state-owned banks 
to the new government 
formed after the general 
election next month. 

An advertisement for the 
sale of more than 51 per cent 
of the state's 66 per cent 
stake in Ceskoslovenska 
Obchodni Banka (CSOB), the 
old foreign trade bank, will 
be placed in the next two 
weeks. The government will 
identify the single bidders 
which qualify and will leave 
the choice of the winner to 
the new administration. 

The cabinet hopes that the 
new government will place 
advertisements by the end of 
July for Komercni Banka, 
the country’s biggest bank, 
and Ceska Sporitelna, the 
main retail bank. A single 
buyer or a consortium will 
be able to bid for more than 
34 per cent of the state's 
stakes of just under 50 per 
rent 

The sales are likely to be 
or particular interest to west 
European batiks, which are 
keen to expand their 
operations in the region. The 
European Bank for Recon- 
struction and Development 
has also signalled that it is 
prepared to come in along- 
side a strategic investor, and 
in the case of CSOB it has 
discussed buying the Slovak 
government's 24 per cent 
L take. 

However, the early advcr- 
tis*mcnt of CSOB will be 
conrovcrstal because the 
Soria Democrats - who lead 
in option polls and backed 
the government In a vote of 
confide^ in January - 
have demanded that the 
caretaker cabinet does not 
bind the hands of Its succes- 
sor. 
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Meciar has raised the stakes in his feud with 
non-state media, writes Robert Anderson 

T he Slovak government the intolerance of political 
has raised the stakes In opposition that led the Euro- 
its feud with the non- peon Union last year to leave 
state media by passing a law Slovakia out of its first wave 
that will curtail political cov- of potential new members, 
erage by private broadcast- In its opinion given last 
ers before the general elec- summer the ElTs executive 
tion in September. highlighted media freedom, 

An amendment to the elec- commenting: “The govera- 
tion law will limit political ment has exercised consider- 
coverage to party broadcasts able influence on the public 
on the state-run television radio and TV networks, 
and radio stations and marked in particular b; a 
appears to restrict non-state very substantial Imbalance 
broadcasters to reporting in the amount of access 
election events in news bul- granted to the government 
letins or face fines of Sk5m and the opposition." 
($147,000). The opposition tears that 

“We still don't know the the state-run television and 
exact conditions of the law," radio will follow a brief to 
says Andrej Hryc, director of help put Mr Meciar back in 
Radio Twist. "We think it contention for his fourth 
will be absolutely impossible term in office. Western dip- 
to have round-table discus- lomats are also concerned, 
sions about politics 30 days One ambassador says: “Elec- 
before the elections. But in Hons will be the arid test 
our news programmes we Access to the electronic 
will be telling people what is media is vital. " 
happening and we expect The move against the elec- 
attacks an us for this." tronic media follows the fall- 
en tics of the law fear that ore to tame the print media 
its ban on “election cam- last year. The government 
paigning" will encompass planned to raise consump- 
any reporting or discussion tioo tax from 6 per cent to 23 
of election matters outside per cent for newspapers 
news bulletins by Radio which have advertisements 
Twist and Markiza Televi- covering more than 10 per 
sion. which the government cent of their space, 
of Vladimir Meciar. the After a concerted cam- 
prime minister, regards as paign of opposition from 
mouthpieces for the oppari- newspapers and rumblings 
tion. of dissent from the two 

The measure is another smaller parties in the ruling 
example of what is viewed as coalition, the government 



Andrq' Hryc; ‘Round-table discussions about pofitics wil be impossible* 


backed down and agreed 
that the rise would only 
apply to periodicals with 
more than 50 per cent adver- 
tising. 

Instead the government 
appears to be building up a 
network of friendly newspa- 
pers to balance what is a 
largely hostile print media. 
The ruling Movement for a 
Democratic Slovakia already 
has its own party newspa- 
per, Slovens ka Republika, 
which is favoured with state 
support Now Danubiaprint 
a printing and publishing 
company controlled by gov- 
ernment supporters, is set- 
ting up a group of regional 
newspapers ahead of the 
elections. 

Earlier this year Danubia- 
print privatised Prva Novi- 
nova Sluzba, the largest 
print media distributor, giv- 
ing it control over more than 
half the country's periodical 
print facilities and raising 
fears among Independent 
newspapers that this could 
be used as a threat in the 


election run-up. 

International media organ- 
isations have already critic- 
ised several incidents of 
media harassment. Karol 
Jezik, editor of Sme. an 
influential opposition daily, 
says his paper has been reg- 
ularly sued and had Its 
printing contract cancelled 
after government pressure. 
Most seriously, last year his 
chief investigative reporter 
had his car flre-bombed. 

Mr Hryc complains that 
Radio Twist was shut down 
for 24 hours last year for a 
delay in paying a small tele- 
coms bill when state radio 
owed the state telecoms com- 
pany for more. Radio Twist 
has also bad its tr ansmi tters 
vandalised and is regularly 
fined for minor licence 
infringements. 

Markiza, the racy leading 
television station 49 per cent 
controlled by the US-owned 
Central European Media 
Enterprises, has not come 
under the ksttib Mud of pres- 
sure but it has only recently 


become closely identified 
with an opposition party. 

Pavol Rusko, general 
director and ' co-owner, 
insists his station is indepen- 
dent though it is widely 
credited with creating the 
bandwagon behind the new 
Party of Civic Understanding 
lead by Rudolf Schuster, the 
mayor of Kosice. "The cur- 
rent politicians do not have 
any credibility." he says. “I 
only want to help this pro- 
cess in which new people 
enter politics.” 

The Slovak media reflect 
the state of the country’s 
politics rather than hold a 
mirror up to it Slovak poli- 
tics is a winner-takes-all 
game in which a frustrated 
opposition plays parliamen- 
tary games and mounts pub- 
lic demonstrations to make 
itself heard. In the same 
way, the polarised debate in 
the media has become 
increasingly degraded, with 
opposition newspapers sub- 
jecting Mr Meciar to a bar- 
rage of personal abuse. 


Serbian police block university protest 


By Guy Dtnmoreln Belgrade 

Serbian police yesterday 
prevented more than 1,000 
students from marching 
through Belgrade in protest 
at a new law that imposes 
direct government control 
over their university, the lat- 
est move by President Slobo- 
dan Milosevic to consolidate 
his power. 

The mood was mare good- 
humoured than on Tuesday, 


when uniformed and plain- 
clothes police attacked stu- 
dent demonstrators outside 
the Serbian parliament and 
injured about 20. 

The ruling coalition of Mr 
Milosevic's Socialists and 
the ultra-nationalist Radicals 
passed a law on Tuesday 
night that allows the govern- 
ment to appoint directly the 
rector, deans and manage- 
ment board of Belgrade Uni- 
versity. 


“This law is expected to 
change a sick state that 
exists in some universities," 
Ratko Markovic, deputy 
prime minister, told parlia- 
ment 

Serbian students launched 
a winter of political unrest 
in Serbia in late 1996 after 
Mr Milosevic refused to 
recognise opposition victo- 
ries In nationwide local elec- 
tions. The inventive enthusi- 
asm of the students 


galvanised people across the 
country, forcing Mr Milos- 
evic to cave in after three 
months of street protests. 

Diplomats see the law as 
part of a wider strategy by 
Mr Milosevic, the federal 
Yugoslav president, to 
regain the control for his for- 
mer communist party over 
key institutions. Last week 
Mr Milosevic orchestrated 
the dismissal of the federal 
prime minister, Radoje Kon- 


tic, whose loyalty had 
wavered. 

This month the federal 
government denied frequen- 
cies to local independent 
radio and television stations 
that have irritated the 
authorities by rebroadcast- 
ing news bulletins of Bel- 
grade’s B-92 radio station. 
B-92 Itself was given a fre- 
quency but at an exorbitant 
fee that it cannot afford and 
says it will not pay. 


France to sell shares in Aerospatiale 


By David Own n Paris 

The French government has 
given clearance for the capi- 
tal of Aerospatiale, the state- 
owned aerospace group, to 
be opened to outside inves- 
tors, in a fresh boost for the 
prospects of consolidation in 
the European defence indus- 
try. 

The office of Lionel Jospin, 
prime minister, said in a 
statement the government 
had given Yves Miebot, the 
Aerospatiale chairman, a 
mandate to “rapidly con- 
clude essential strategic 
agreements" In the combat 


aircraft tactical missile and 
space rocket sectors. 

To facilitate such partner- 
ships and the development 
of future industrial pro- 
grammes, the government 
had asked Mr Michot to sub- 
mit proposals “insofar as is 
necessary" for opening the 
company's capital and pro- 
ceeding to a flotation. 

The statement marks an 
important step, since it may 
help to assuage the concerns 
of British Aerospace and 
Daimler-Benz Aerospace 
(Dasa) of Germany about 
accepting the French state 
as a long-term shareholder 


In Airbus Industrie. Hie air- 
craft consortium is to be 
turned into a limited com- 
pany next year. 

Aerospatiale, BAe and 
Dasa are the leading share- 
holders in Airbus, which at 
present makes no profits or 
losses in its own right 

Airbus's transformation 
into a single company is 
seen as a key stage in a 
wide-ranging restructuring 
of Europe's aerospace and 
defence industries aimed at 
creating entities capable of 
competing effectively with 
the leading US defence 
groups. BAe and Dasa have 



put the French government 
under pressure to privatise 
Aerospatiale. 

Yesterday's statement also 
reiterated that Mr Michot 
should encourage Airbus’s 
transformation into an inte- 
grated company in line with 
the agreed calendar, while 
respecting French interests 
and keeping watch over the 
development of Aerospa- 
tiale’s activities. 

Officials indicated the 
move was designed to give 
Mr Michot as much freedom 
as possible in negotiating 
a l lianc e s with other aero- 
space companies and to 


show confidence in the 
newly reorganised Aerospa- 
tiale management tmam. 

The announcement was 
made less than two weeks 
after Paris moved to 
strengthen its hand in nego- 
tiations on the fixture struc- 
ture of the European d e fe nce 
industry by transferring to 
Aerospatiale Its 46 per cent 
stake in Dassault Aviation, 
the military and executive 
aircraft specialist 

The timing of any even- 
tual Aerospatiale flotation 
and the proportion of capital 
it is likely to involve are 
uncertain. 
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Swiss government set to 
sever franc link with gold 

1 The Swiss federal government approved draft legislation 
yesterday which severe the Swiss franc’s fink to gold, thus 
paving the way for the Swiss National Bank to sell about 
1 ,300 tonnes of gold, or half .of Its reserves. 

The plan to revalue and graduaUy sell gold reserves requires 
parliamentary approval-and amendment of the Swiss constitu- 
tion. ft must be endorsed by Swiss voters In a referendum. A 
ffoance mtaislry spokesn^safo the referendum would prob- 
ably take place next year. - - 

According to the plan, made pabfic after a Swiss cabinet 
meeting in Beni, the National Bank could revakie its 2,590 
tonnes of gold reserves to about 60 per cent of the current 
market price. 

The SMB's gold resanrokare currently valued at a fixed 
price, speHed out by the Swiss constitution, of 4395 Swiss 
francs per kflo. That is only roughly one-third of the current 
market price. 

Switzerland is the last major country In the world to offi- 
ciary fink its currency to gold. Reuters, Bern 

NUCLEAR WASTE R 0W 

Merkel wins Kohl's backing 

Angela Merkel, the German environment minister at the centre 
of a row over contamftated nuclear waste transports, yester- 
day easily survived a call from the environmentalist Green 
party for her resignation. 

In a noisy emergency debate that followed the discovery of 
excessive radiation on the outside of special “castor” contain- 
ers used to ship used fuel elements from nuclear power sta- 
tions, Helmut Kohl, the chancellor, gave Mrs Merkel his fufl 
backing. 

He told the Bundestag, the lower house of parliament, that 
Mrs Merkel was an "excellent” minister doing "a fantastic 
job”. 

All three parties In Mr Kohl's centre-right coalition voted 
against the Greens' demands that Mrs Merkel should resign. 
Although critical of the minister, the main opposition Social 
Democratic party abstained. 

Mrs Merkel has proved a robust and determined defender 
of the government's nuclear policy sinoe the row blew up last 

wwft. 

She said yesterday the use of nuclear energy could be 
defended, but accused the industry of triggering a loss of 
confidence by keeping the contaminated waste shipments 
secret for many years. Peter Norman, Bonn 


ICQJ^DICJLOCAL BLECTIONS^ 

Defeat for Independence party 

Iceland's Independence party, the dominant group In the two- 
party coalition government, was yesterday said to have suf- 
fered the largest defeat in its history after failing to retake 
control of Reykjavik In local elections. 

The party, which has controlled the capital for most of the 
past 70 years, saw an alliance of leftwing parties win a sec- 
ond term In power in Reykjavik after elections at the weekend. 

"This Is the biggest defeat for the Independence party end 
the most important victory for the left In Icelandic history," 
8£dd Svanur Kristjansson, professor of political science at the 
University of Iceland, _• . t 

The lndependencg.party, led by David Oddsson, prime min- 
ister, polled 45.24 per cent of the vote in Reykjavik, against 
53.6 per cent for the four-party lettering alliance. 

Discontent at the ruling coalition, comprising the Indepen- 
dence and Progressive parties, has been fuelled recently by 
allegations of corruption and incompetence in the banking 
sector. Tim Burt, Stockholm 


SLOVAKIAN POWER PLANT 


PM rejects plea for delay 

Slovakia yesterday rejected foe latest plea by the Austrian 
government to delay starting its controversial Mochovce 
nuclear power plant, which Austrian experts say may not be 
safe. 

Vladimir Meciar, Slovakia’s prime minister, has agreed to a 
continuation of expert talks, but only under the auspices of 
the International Atomic Energy Agency. 

An IAEA spokesman said the agency had no serious wor- 
ries about the safety standards of Mochovce, a Soviet-style 
power plant that was stated under communism and Is now 
being completed with the help of western technology. 

The plant's operator, Slovanske Bektrame, plans to activate 
the nuclear fuel rods by the end of May and to have the first 
reactor operating on a trial bass In July. 

But Wolfgang Kromp, the head of an Austrian-led team of 
experts which Inspected the plant earlier this month, warned 
of the potential for “the biggest accident imaginable" if the 
nuclear fuel rods are activated before improvements are 
undertaken. Eric Frey, Vienna 


RPR INVESTIGATION 


Chirac denies ‘crisis’ tactics 

President Jacques Chirac's office yesterday denied a newspa- 
per report that It had formed a "crisis unit” to cope with the 
growing Judicial investigations sunuuncflng the RPR, the cen- 
tre-right party founded by Mr Chirac. 

Le Monde said that Mr Chirac's secretary-general, his legal 
adviser and the former head of the private office of Alain 
Juppe, the former RPR prime minister, had held meetings to 
consider how to counter-attack In the event that a magistrate 
questioned Mr Jupp6. 

Mr Juppd denounced the report as an attempt to place 
pressure on the legal Investigations Into the financing of the 
RPR. Media repo rts la st week alleged the Paris city hall 
had paid for 300 RPR activists at a time when Mr Chirac 
was mayor and Mr Juppd his deputy for financial 

affairs. Andrew Jack, Paris 


WORLD CUP _ ■ 

Strike may disrupt air travel 

The threat of cflsnqjtion to air travel In Franca during the 
World Cup football tournament which begins next month 
appeared to be growing yesterday after Mr France pilots gave 
formal notice of a two-week strike to start on June 1. 

The move, by the SNPL, the main pUots" union. Is In protest 
at proposals by the company to cut Hs annual salary bit by 
FFrSQOm ($84m). PBots have been offered shares in the group 
in exchange for agreeing to such measures. 

The SNPL said yesterday that rf nothing changed before 
Sunday night, it was certain there would be a strike from 
Monday. But It described the tinting of the Worid Cup as a 
“poflution of foe situation* and said it did not intend to take 
the tournament hostage, - - 

Afr France, for its part, pledged to guarantee the transport 
of teams due to tato part In the tournament, which kicks off 
on June 10. David Owen, Paris 

Air nance privatisation to be delayed. Page 18 
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Rescue offer for bank 


By Koto Hope in Albeits 

Alpha Credit. Greece’s 
taiggest private bank, came 
to the Socialist government's 
rescue yesterday by saying it 
would offer to buy Ionian 
Rank, a struggling state 
bank nt the centre of violent 
labour protests over privati- 
sation policy. 

Yannls Costopeulos, Alpha 
Credit's chairman, said in an 
interview with the FT that 
the bank would seek share- 
holders' approval next 
month for a Dr80bn-Dr90bn 
($265m-S300mj capital 
increase to bid for a 51 per 
cent stake in I onian which 
is to be offered for sale 
through the Athens stock 
exchange. 

“We intend to make a firm 
offer. We would pay quite a 
big premium od the bank's 
book value in order to dem- 
onstrate our confidence in 
the capabilities of Ionian's 
workforce," Mr Costopoulos 
said. 

The government is under 
pressure from Brussels to 
speed up privatisation of 
state-controlled banks and 
public utilities, to ensure 
that Greece can meet a Janu- 
ary 1 2001 deadline for join- 
ing the European monetary 
union. 



Greek strikers march h» central Athens yester da y in protest at privatisation plans 


But the scheme to sell 
Ionian rather than merge it 
with its cash-strapped parent 
group. Commercial Bank, 
has triggered repeated 
strikes by b ank staff, sup- 
ported by transport and util- 
ity workers. 

Riot police yesterday used 
tear gas to disperse demon- 
strators who tried to enter 
the pa rliamen t building dur- 
ing a one-day strike called 
by the General Confedera- 
tion of Labour. The bank 
union, OTOE, announced 
more strikes next month. 


But the rolling strikes 
staged by state-controlled 
banks for the past two weeks 
have attracted compara- 
tively little support Alpha 
Credit’s union boycotted the 
walkouts and participation 
by workers at state banks 
bas averaged less than 40 
per cent analysts said. 

The government has 
pledged that all 4200 jobs at 
Ionian would be guaranteed 
far three years after the sale. 

Mr Costopoulos said 
Io nian would not be merged 
with Alpha Credit "because 


MPs accuse Shevardnadze 


By Sefioa wnfems in Tbilisi and 
Laura saber in Hew York 

Leaders of Georgia's 
parliamentary factions met 
yesterday to discuss Presi- 
dent Eduard Shevardnadze's 
decision not to send govern- 
ment troops to support parti- 
san fighters in Georgia’s 
rebel province of Abkhazia. 

Earlier in the morning, a 
group of demonstrators gath- 
ered outside parliament and 
blamed the government for 
the “ethnic cleansing” of 
some 30,000 Georgians from 
the buffer zone separating 
Georgian-controlled territory 
from Abkhazia. 


“The result of Shevard- 
nadze's decision has been a 
radicalised on of opposition 
forces.” said Georgy Khut- 
sishvlll from the Institute of 
Conflict and Negotiations in 
Tbilisi- "This could destabil- 
ise the situation in Georgia 
and make it much harder to 
find a solution to the con- 
flict." 

Fighting broke out 
between Abkhaz separatists 
and Georgian partisans a 
week ago in Gali, Abkhazia's 
southern region. The fight- 
ing quickly intensified, but 
calmed yesterday after a 
agreement took effect 

But a large influx of ethnic 


Georgian refugees into the 
neighbouring town of Zug- 
didi in western Georgia bas 
stretched local resources. 
There are fears that the refu- 
gees* discontent could be 
used by external forces to 
foment further problems in 
the former Soviet republic. 

In New York. Kofi Annan. 
UN Secretary General, bas 
recommended the despatch 
of a 294-strong force to pro- 
tect a 90-member unarmed 
team of UN observers, who 
are risking landmines, kid- 
nappings and banditry and 
have been confined to their 
barracks. The force may be 
withdrawn in July unless 


the security situation 
improves markedly. 

The president. who 
escaped an assassination 
attempt in February, said 
then that "reactionary” 
forces In Russia planned the 
attack to prevent Georgia 
winning the contract for a 
pipeline to carry crude oil 
from Central Asia to interna- 
tional markets. The pro- 
posed route through Georgia 
would pass less than 100km 
from Abkhazia, but the alter- 
native Russian route would 
pass through Chechnya and 
other republics in the north- 
ern Caucasus. 


Support treaty, says Danish PM 


of the problems that would 
arise with trying to bring 
two separate pension funds 
in line”. He said most of 
Ionian’s 160 branches would 
be kept open to strengthen 
Alpha Credit's network. 

With assets of Blltm and a 
capita] base of Slbn after 
next month’s increase. 
Alpha Credit is Greece's only 
European-sized private bank. 
Analysts said it would be 
likely to offer about DrlSObn 
for 51 per cent of Ionian, 
which has a book value of 
DrtObn. 


By Iffiary Barnes in Copenhagen 

Poul Nyrup Rasmussen. 
De nmar k's prime minister, 
has appealed for a Yes vote 
in the referendum today on 
the European Union’s 
Amsterdam treaty on closer 
integration, in a sign that 
the government is not taking 
the result for granted. 

A poll published in a 
Copenhagen newspaper yes- 
terday showed 45 per cent in 
favour to 35 per cent against, 
with 20 per cent undecided. 
“I would be surprised, but 


Dot very surprised, if there 
was a No majority tomor- 
row” a European diplomat 
said. 

The treaty prepares the 
way for former eastern bloc 
countries to join the Euro- 
pean Union. The vote today 
will be Denmark’s fourth on 
an EU issue in 12 years. 

Mr Nyrup Rasmussen 
made the appeal to voters 
during a national televised 
debate late on Tuesday. 
Looking anything but confi- 
dent of victory, be warned: 
“If there is a No. Denmark 


will be isolated and will lose 
influence.” Marianne Jelved. 
minister for the economy, 
said: "Denmark will become 
a blank space on the map if 
there is a No.” 

Both sides have placed 
adverts in women’s maga- 
zines in an attempt to win 
over female voters, who 
seem more sceptical about 
the treaty than men. Women 
voters oppose the treaty - by 
as much as 60 per cent 
against 40 per cent in favour 
- according to some polls. 

But the financial markets 


seem to expect a Yes major- 
ity. The krone has strength- 
ened slightly against the 
Ger man mark over the past 
few days. The yield on 
long-term government bonds 
has fallen, and the yield gap 
to German bonds has nar- 
rowed slightly. 

Meanwhile, police are tak- 
ing extensive precautions in 
case there is a repetition of 
the riots which broke out in 
Copenhagen’s Inner suburb 
of Noerrebro after the 1993 
vote to ratify the ElTs Maas- 
tricht treaty. 


Deal close on 
company statute 
to cut red tape 

New law could bring the single market a 
step closer, reports Michael Smith 


F ew laws have been lon- 
ger in the making. But 
after 28 years of wran- 
gling. European Union 
nations are tantalisingly 
close to a deal on a Euro- 
pean company statute aimed 
nt allowing multinationals to 
operate more efficiently 
across the EU. 

The UK and Germany are 
moving towards resolving 
differences over worker rep- 
resentation which have long 
lield up the deal. 

While other countries have 
problems with the proposed 
agreement, there are hopes 
these too can be overcome, 
and that the broad principles 
covering the statute can be 
agreed at a meeting of social 
affairs ministers in Luxem- 
bourg next week. 

The UK is keen for a deal 
as a trophy for its six-month 
EU pi-esidency. It would help 
Tony Blair's government in 
its claims that it is batting 
for business. British Petro- 
leum and British Aerospace 
are among companies which 
have been urging the UK to 
broker ;ui agreement. 

The statute's supporters 
say its adoption would bring 
the single market a step 
closer. Business would be 
better able to respond to 
pressures for economic glo- 
balisation. particularly in 
competing with US groups 
which benefit from a more 
integrated legal structure. 

A business which adopted 
the statute would become a 
Societas Europaeu <SE>. Mul- 
tinational companies say 
this would reduce the need 
for businesses to set up a 
complex network of subsid- 
iaries governed by different 
national laws. Requirements 
for head office functions, 
separate boards of directors 
and annual meetings in each 
country would be reduced. 

European Commission offi- 
cials say mergers between 
companies of different coun- 
tries wnuld be easier to 
implement! “The statute 
would allow corporations to 
Irve under une set of com- 
pany law rub*." says Sue 
Birins, company law director 
at the Commission. ”lt 
would not solve all the prob- 
lems of operating in more 
than one country, but it 
would be an immense simpli- 
fication." 

Not everyone is enthusias- 
tic, however. Alec Burnside, 
a Brussels partner with law- 
firm Linklatrrs & Paines, 
argues the statute would 
provide for little more than 
re-branding of national com- 
panies. “The European halo 
for companies adopting the 
SE may be valuable.” he 
says, "Bui claims that it will 
simplify corporate affairs 
across Europe are wishful 
thinking." 

The stature, he says. Is 
limited because a series of 
isKQps including directors’ 
liability, insolvency and tax 

an* referred to rhe national 
law of the country where the 
SE is registered. It will cre- 
ate a complex interaction 
between European and 
national law. 

Multinationals have long 
argoed that differences 


between tax regimes compli- 
cate business and add to 
costs, and are disappointed 
that the SE will do little to 
tackle the problems. 

But governments long ago 
rejected the idee that as part 
of the statute they would 
allow companies to pay tax 
in one country. leaving 
national authorities to sort 
out their share. However, 
some EU officials believe tax 
reform will rise on the politi- 
cal agenda once SEs are in 
operation:; 1 

The immediate task, how- 
ever, is resolution of issues 
connected with worker rep- 
resentation. European coun- 
tries have widely differing 
approaches, with Germany 
at one extreme enshrining in 
law a system with worker 
representatives on supervi- 
sory hoards and the UK, at 
the other extreme, with a 
more constrained role for 
employees. . 

The proposed deal pro- 
vides for tiie worker repre- 

Supporters say 
business would 
be better able to 
respond to 
pressures for 
economic 
globalisation 

sentation model to be 
adopted in mergers between 
companies with opposing 
systems, although this 
would be overturned if two 
thirds of workers voted 
against participation. The 
British government argues 
this is justified since no com- 
pany will be forced to : 
become an SE. 

Dirk Hudig, secretary gen- 
eral of Unice. the European 
employers’ federation, is ; 
supportive of the broad prin- ^ 
triples of the statute. But he 
says a system that allows 
one-third of employees to 
decide is unacceptable. "It 
doesn’t make sense for the 
minority to be able to 
impose their wishes an the 
majority.’’ he says. 

.And while the UK has ; 
compromised. France, Italy 
and Spain have yet to be 
convinced. France’s opposi- 
tion is supported by unions 
in a country where manage- 
ment and employee roles are 
traditionally kept separate. 

The UK is working on 
plans to appease the poten- 
tial opponents on worker 
representation and to 
resolve other issues, includ- 
ing whether companies oper- 
ating to ° ne “““toy only 
can convert into SEs. 

EU officials believe a deal 
is closer than at any time in 
the last 3S years, and achiev- 
able. They also agree that 
rejection of the UK’s propOfr 
als next Thursday would end 
chances of agreement for 
rears, forcing companies to 
pursue other methods for 
simplifying pan-European 
operations. 


Innovation in 


GLOBAL COMMUNICATIONS. 


There’s a name for that. 


\ ActuaCCy , 


MAKE THAT TWO 










ty'fow that U S WEST International is also 
known as MediaOne International, 
Y ou con expect to see more of the 
S forward-thinking telecom success 

you've seen from us in the past. 

Our success has included the world's 
first PCN wireless service and the world's 
first combined cable telephone service in the 
UK. Not to mention the first and now largest 
analog and digital wireless services in 
Central Europe. And cable telephone 


services in five international markets , 
including the world's most highly penetrated 
markets. 

Although it may seem unusual for a 
company to have two names, some would 
argue that success such as ours is equally 
unusual. Basically, if you're looking for 
innovation in global communications, just 
look for the one company. 

The one company with two names, 
that is. 
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OIL PRIVATISATION PREMIER SAYS GOVERNMENT WILL GO ON WITH PROJECTED SALE OF PART OF ITS STAKE IN TWO COMPANES 



Kazakhstan affirms oil sell-off plans 


By Chafes Oarer, Retort 
Cnzbra and Cariotta Gad 
n Astana, Kazakhstan 

Kazakhstan's prime 
minister, long thought to be 
the main obstacle to privati- 
sation of the country's stra- 
tegic oil industry, said yes- 
terday be was in favour of 
oil privatisation “if done cor- 
rectly". He also affirmed the 
government would proceed 
with plans to sell part of its 
share in two oil companies, 
probably later this year. 

Nurlan Balgimbayev said 
In an interview with the 
Financial Times: “You can 


write that Balgimbayev is 
against incorrectly done pri- 
vatisations but In favour of 
correctly done privatisa- 
tions." 

While serving as oil minis- 
ter before being appointed 
prime minister last month, 
Mr Balgimbayev earned a 
fearsome reputation in the 
government for battling 
against the privatisation of 
oil assets such as the 
Shymkent refinery and the 
Kmnkal oil field, both sold 
in 1996. In February be used 
his first press conference 
since becoming prime minis- 
ter to declare a bait to fur- 


ther privatisation of the oil 
industry, which has 
attracted the interest of a 
broad range of foreign com- 
panies. Since then his 
remarks have been inter- 
preted as meaning only a 
halt to further oD explora- 
tion concessions. 

But many local oil indus- 
try .experts have continued 
to think that Mr Balgim- 
bayev is behind the delays in 

plans to sell remaining 
shares in two large ofl com- 
panies, Mangistaumunaigas 
and Aktiubemunaigas, on 
the Kazakh stock exchange. 
They would be the show- 


pieces of the country's 
so-called “blue , chip" pro- 
gramme, in which govern- 
ment stakes in five leading 
companies would be sold in 
order to jump-start the local 
share market 

But Mr Balgimbayev said 
the government would con- 
tinue with plans to sell the 
two companies, tills year if 
possible. He said the size of 
the government stakes to be 
sold would depend on the 
revenue requirements of the 
government. 

Last year, it sold 60 per 

Cent Of Mang ista iimnnnigaa 

to Indonesia-based Central 


Asia Petroleum, and 60 per 
cent of Aktiubemunaigas to 
the Chinese National Petro- 
leum Corporation. 

This year, the g overnment 
expects to raise 45bn tenge 
(J5SSm) in privatisation revs- : 
nues, some 20 per cent of the 
state budget. As of May l it 
had raised libn tenge, 
according to Uraz Jandosov. 
the first deputy prime minis- 
ter. "The blue chip pro- 
gramme- is vital for our bud- 
get,” said Mr Jandosov. But 
yesterday he said shares in 
several other leading state 
companies could be substi- 
tuted if it proved impossible 


to launch the blue chip pro- 
gramme this year. 

Possible substitutes 
include a stake in K a z a khofi 


the holding company for the 
state-owned shares of Kaz- 
akhstan's oD. industry. 

Mr Jandqsov emphasised, 
however, that the govern- 
ment did not want to modify 
its privatisation schedule: “It 
wasn’t .the decision of the 
government to start the pri- 
vatisation of these compa- 
nies this year, but if there 
are problems with the five 
blue chips, then we could 
put up shares in other com- 
panies." 


Bahrain economy suffers as 
Shia dissent simmers 

The Gulf state has failed to entice private sector investment as 
repression and recession feed off each other, writes Robin Allen 


jk 


n eerie silence descends 
on the centre of Bah- 
tin's capital Manama 
after the sun goes down and 
office workers leave to go 
home. Drivers continue to 
clog the peripheral highways 
late into the night, but few 
Bahrainis and fewer expatri- 
ates are in tiie city's simps. 

Two new shopping malls 
are almost lifeless. In the 
near-deserted hotels Filipino 
singers go through the 
motions of crooning to a 
handful of businessmen and 
sailors in civilian clothes 
from the US naval base. 

Away from the lights and 
the superficial suburban 
gentility of Manama the ten- 
sion is palpable in the poorer 
Shia villages. The occasional 
presence of police Land 
Rovers black-uniformed 
security forces are remind- 
ers of the social unrest in 
which 40 people, including 
five police, have died over 
the past four years. 

In the two years since the 
minority Sunni-dominated 
government carried out its 
first execution of a member 
of the Shia Moslem majority 
for “terrorist” activities, 
Bahrain’s state security 
court, set up by the ruling 


al-Kbalifa family, continues 
to crack down on the slight- 
est sign of dissent. Last 
month the court, whose rul- 
ings are not subject to 
appeal, issued a three-month 
suspended jail term against 
five women accused of noth- 
ing more than “chanting slo- 
gans against the existing 
political system". 

Bahrain is the smallest 
and least wealthy of the six 
Gulf monarchies, which own 
nearly 45 per cent of global 
oil reserves and some 15 per 
cent of the world’s reserves 
of natural gas. 

It is also the most 
crowded. The southern half 
of the island's 600 square kil- 
ometres is a restricted zone. 
Some 2,000 people per square 
kilometre live in the rest, a 
population density exceeded 
elsewhere only by Singapore. 

Bahrain’s service-based 
economy depends on gifts of 
oil and cash from Saudi 
Arabia. Bahrain has built up 
a financial services sector, 
hosting 180 different finan- 
cial institutions inducting 46 
offshore banking units 
(OBUs). which sell or market 
some 360 mutual funds, as 
well as oil and gas-based 
industries. But it has faflari , 


according to businessmen, to 
entice private sector invest- 
ment or to diversify beyond 
oil and aluminium. Annual 
per capita income, according 
to the World Bank and semi- 
official Bahraini sources, has 
fallen from $10,000 in 1985 to 
less than $7,500 in 1996, 
lower than Latvia. 

Public dijffse nt , particularly 
among the Shia majority, 

hug a Inrng hiafnry Bahrain's 

al -Khalifa family holds all 
the important cabinet posts 
and its nominees head the 
bureaucracy. But the Shia 
make up 70 per cent of the 
island's 350,000 national pop- 
ulation, half of whom are 
under 15. Advised by Ian 
Henderson, a reclusive 70- 
year old former colonial 
intelligence officer in Kenya, 
widely thought to have 
retired but still apparently 
the eminence grise behind 
the ruler Sheikh Isa Bin Sul- 
znan, the state security 
forces have “slammed the lid 
down" on physical displays 
of unrest. According to 
senior western diplomats, 
between 1,000 and 2400 are 
in jaiL Businessmen, aca- 
demics and. lawyers put the 
figure at more than 5,000. 

The crackdown has for the 
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A Bahraini girl in Aunt of graffiti saying ‘parliament' in Arabic AP 


time being pushed the 
unrest off the streets. But 
the government’s failure to 
tackle unemployment, more 
than SO per cent among the 
Shia, to curb state corrup- 
tion, to get the economy 
moving, or to give a more 
meaningful role to the 
socalled "consultative coun- 
cil" has resulted in spread- 
ing disaffection, inr-lnding 
Sunni lawyers and academ- 
ics as well as businessmen, 
who continue to push for 
economic and social reform. 

In a US embassy handout 
three paragraphs are 
devoted to warning investors 
of “corruption, bribery and 
lack of transparency”. 

One US analyst, a regular 
visitor, remarked that in 
Bahrain substantial reve- 
nues from ail sales were 
unaccounted for. In Bah- 
rain’s 1998 budget there are 
no references to revenue 
estimates from any of the 
country's principal state- 


owned industries. Officials 
refuse to comment on these 
and other criticisms. Local 
publications are censored. 

Repression has its price. 
Many in the private sector 
business community say the 
economy is flat and repres- 
sion has made it worse. 
Repression and recession 
feed off each other. 

For more than two years 
since the last outbreak of 
violence in December 1994, 
the government blamed Iran 
for fermenting unrest Mare 
recently it has blamed the 
European Union, and Britain 
in particular, for allowing 
the opposition to operate 
from London and for leading 
international criticism of the 
government’s abuse of 
hnwiati rights. One member 
of the Bahrain Bar Associa- 
tion said: H We want the 
recall of parliament [dis- 
solved in 1976], a limit to 
state corruption, release of 
detainees and the right oF 


exiles to return heme." 

Critics of the go vernment 
say one sinister development 
is the building by the ruling 
family of a cordon sonitaire 
around itself by giving 
nationality to between 8,000 
an d 10,000 Sunni families 
from Jordan, Syria, Pakistan 
and- Yemen,, whose men, 
working in the security ser- 
vices, would be loyal to the 
al-Khalifa family • should 
unrest break out again cm a 
scale which can no longer be 
contained. 

“This is a war ; of attri- 
tion.” said one lawyer. “The 
government can continue to 
own the main sectors of eco- 
nomic activity and damp 
down on unrest but unless 
it creates jobs mid gets the 
economy moving, pressures 
from a risin g population, 
from the. lack of self-sustain- 
ing private sector invest- 
ment and increased unem- 
ployment will force their 
own changes.” 


NEWS DIGEST 


AFRICAN ECONOMY 


Insufficient savings rate 
likely to hit investment 

Africa’s economy is expected to grow 4 per cent fob year but 
foe region’s tow savings rate is not enough to finance foe 
investment needed for rapid and sustained economic expan- 
slon, foe Africa Development Bank warned yesterday- ^ 

The average savings rata of about 17 per cent ofGDP is 
barely sufficient to support higher investment required tor 
growth", said foe Bank in its annual report, and la well below 
foe 24 per cent average of developing countries as a group. 

The Bank, which maria its 25* anniversary this year, esti- 
mates that Africa's real GDP grew at an estimated 3. 7 per 
cent In 1997, as against 5 per-cent In 1996 and an average 
annual growth of t.9 per cent for 1990-95. 

Although 34 countries recorded grow* above 4 per cent, 
the report notes that larger economies, notably South Africa, 
Nigeria, Morocco and Congo, registered low or negative rates 

The' continent’s external debt stood at S315bn at the end of 

1997, with Algeria. Egypt, Nigeria, South Africa, Morocco and 
Ivory Coast accounting for more than half. . 

About $5.5bn of foreign direct Investment went to Africa in 
1997, unchanged from 1996, amounting to 1-5 per cent of the 
total global Investment flow. Michael Holman, Africa Editor 


IHAN-SAUDI RELATIONS 


Co-operation agreement signed 

Iran and Saudi Arabia yesterday agreed to co-operate in a 
broad range of fields ranging from business and investment to 
culture and sports. The co-operation agreement was signed in 
Tehran by Prince Saud aW=atsaJ, Saudi foreign minister, and 
his Iranian counterpart, Kamal Kharrazi. according to Tehran 
radio. • 

Prince SautTs two-day visit is seen as a landmark in 
improving relations between the two Moslem states attar two 
decades of rivalry for power and Influence In the region. 

The agreement defines co-operation in economic, c ommsr - 
dal, technical, scientific, cultural, sports and joint investment 
fields, foe state-run radio said. K Includes the industrial and 
mining sectors, transport, trade, providing facilities for the two 
countries' businessmen and the expansion of tourism. The 
ministers also stressed co-operation in providing consular ser- 
vices, expansion of commimlcations services, air and sea 
transport and emritonmental issues. Reuters, Tehran 


UN PALESTINIAN AGENCY 


Donors to urge reforms 

Donors will today uige the United Nations relief and works 
agency (UNRWA) tor Palestinian refugees to introduce reforms 
as they took ait ways to bridge the agency's $20m deficit 

At a donor conference opening in Amman, the UK - foe 
sixth largest donor - wiD announce a 35 per cent Increase in 
its contribution to UNRWA from the $6m provided in 
1997-1998 In an expression of support for the plight of Pales- 
tinian refugees. 

The fate of the 3.4m refugees, scattered across the Gaza 
Strip, the.West Bank, Jordan, Syria and Lebanon, is one of 
thorniest issues in the deadlocked peace process and is to be 
dealt with if and when Anal status talks begin. 

Donors befleve UNRWA is in need of administrative reform 
and some countries are reluctant to increase their funding 
before changes are implemented. Route Khalaf, London 


WORLD TRADE 


Music group tries price harmony 


By ADca Rawsflnm 


PolyGram, Europe’s largest 
music group, will launch two 
experimental promotions 
next month in which it will 
sell selected albums at the 
same wholesale price 
throughout Europe. 

The promotions, which 
involve a dozen Rolling 
Stones' albums and "Best or 
compilations by stars such 
as Elton John, Bon Jovi and 
Bryan Adams, come at a 
time when record companies 
free growing pressure to 
reduce price differentials 
across Europe in the 


approach to European Mone- 
tary Union. 

PolyGram, which is poised 
to be taken over by Seagram, 
the Canadian entertainment 
group, in a $l0.6bn deal, 
declined to disclose details of 
the promotions. However, it 
confirmed that it would be 
selling selected albums at 
Identical prices in Europe on 
an experimental basis for a 
limited period starting in 
early June. 

Traditionally, record com- 
panies have priced albums 
differently in each European 
country. The price is deter- 
mined by a combination of 


exchange rates, local trading 
conditions and the stature of 
the artist in that market 
Typically, the wholesale 
price of an album varies by 
10 par cent between France, 
generally the most expensive 
European country for 
recorded music, and Sweden, 
which is the cheapest 
Until recently, multina- 
tional music groups have 
been anxious to maintain 
price differentials across 
Europe, to protect their 
profit margins in more 
expensive markets such as 
France and Germany. 
However, record compa- 


nies have found it increas- 
ingly difficult to control the 
Dow of products between 
various European countries 
since the abolition of border 
controls. The free flow of 
goods, coupled with 
advances in digital commu- 
nications, has enabled 
record retailers and whole- 
salers to purchase albums 
cheaply in weak currency 
markets, such as Italy or 
Sweden, to sell them in 
stronger currency countries, 
notably toe UK 
This increase in parallel 
imports, coupled with con- 
cern that consumers could 


object to paying different 
prices in different countries 
after the introduction of a 
common currency, has 
prompted several multina- 
tional music groups, includ- 
ing PolyGram and Bertels- 
mann, to review their 
European pricing strategies 
In next month's promo- 
tions, PolyGram win sell 12 
Rolling Stones albums, 
mostly recorded in the 1960s, 
at identical wholesale prices 
throughout Ear ope. The 
“Best Of” albums will he 
sold at the same price in 
continental Europe but 
priced differently in the UK. 


Hong Kong businesses look to 
the north for their star turns 

As the territory's economic engines lose power, opportunities 
are opening up on the mainland, writes John Ridding 


China: investment. . 
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A s Hong Kong’s economy 
grinds to a halt and the 
Asian crisis continues 
to deepen, the territory's 
tycoons are fixing their gaze 
more firmly to the north. 

An aquarium park, a hous- 
ing project and a power 
plant were among the invest- 
ment projects agreed by 
Cheng Kar-shun when the 
Hong Kong businessman 
paid a visit to the central 
province of Shanxi last 
month. His New World 
Development, the biggest 
investor in C hina , said a fur- 
ther RMB3bn-RMB4bn 
($360m-8480m) would be 
spent in the province over 

the next three years. 

A few days later, and a few 
hundred miles to the south, 
Cheun g Kong Infrastructure 
(CKI) signed a contract to 
invest in two water treat- 
ment plants in Hunan prov- 
ince. The deal added to the 
RMBI3bn in committed 
investment by the group, the 
i nf ra s tructure arm of Li Ka- 
shinas business empire. 

These projects are vital for 
China, which faces a col- 
lapse In investment from 
southeast Asia, Japan and 
Korea and which requires 
foreign capital and expertise 
to fuel its slowing economy. 
For Hong Kong they point to 
a si g n ificant structural shift. 
Although tt has lor® been 


the biggest investor in 
China, the mainland Has 
grown In importance as the 
territory's traditional 
engines, from property to 
retail, have lost power. 

But the strategy is not 
without potential setbacks; 
profit In China is often elu- 
sive, and there are risks for 
the territory In tiring its for- 
tunes too closely to the 
mainland. 

“The role of Hong Kong in 
China is increasing every 
day, but we must not forget 
oar international role," says 
Vincent Lo, chairman of 
Shui On. the property and 
construction group. Hong 
Kong cannot afford to 
become Just another Chinese 
city, he says. It must retain 
it role as a regional huh. 

For now. however, atten- 
tion is focused on the north. 
Shut On, for instance, win 
soon be topping out the first 
three blocks of a huge hous- 
ing. project in Shanghai. On 
completion the development 
will count 91 towers, each 34 
stories high. The Yangtse 
basin, says Mr Lo, Is particu- 
larly promising. The fact 
that two of his nephews 
have left Hong Kong to seek 
their fortunes in Shanghai Is 
a sign of the times, he says. 

Henderson, New World 
and most of the other big 
Hong Kong developers are 


becoming involved In hous- 
ing projects, a trend which is 
likely to grow. Zhu Rongji. 
China's premier, has made 
housing a priority, while the 
developers face lacklustre 
prospects in Hong Kong’s 
battered prop er ty market. 

Infrastructure is an even 

bigger draw. “Almost all crar 
capital investment is in 
China, and we are not going 
to slow down as a result of 
the economic situation,'’ 
says HJL.Kam. group man- 
aging director of CKI “In 
1997 we invested close to 
half a billion Hong Kong dol- 
lars. We should at least 
achieve that this year.” 

Many of Hong Kong's con- 
glomerates and t-hi* territo- 
ry's big developers are well 
positioned for their main- 
land forays. Apart from their 
proximity, strong balance 
sheets ease the problem of 
financing, a growing con- 
straint as banks adopt a cau- 
tious stance towards the 
region. 

Hong Kong Investors have 
also developed management 
networks on the mainland. 
“In the past 10 years we 
have been involved in over 
50 investment projects in 10 
provinces.” says Victra Chu, 
chairman of First Eastern 
Investment 

The result, he says, is that 
his company is poised to 



make bolder moves on the 
ma i n lan d . Opportunities will 
be Increased, he believes, by 
the reform of state-owned 
enterprises and the with- 
drawal of other Asian inves- 
tors who are seeking to 
cover losses at home. 

Casualties are inrrpggfngty 
common, however, and easy 
opportunities are rare. The 
risks are also as real as 
before. New World, one of 
the most experienced main- 
land investors, became 
entangled in a protracted 
legal dispute over an airport 
scheme in Wuhan, delaying 
the receipt of revenues. 1 

About half of the toll road 
projects covered in a recent 
study by Goldman Sarfis fell 
short of traffic projections 
last year, while investment 
analysts say the economic 
slowdown is gathering pace 
and warn of a devaluation of 
the renminbi. 

Faced with these hazards, 
Hong Kong investors have 
tailored their strategies. 
Many require a guaranteed 
minimum rate of return - 15 
per cent in the case of Shui 


On's housing scheme. Con- 
tracts are frequently covered 
by an array of safeguard 
clauses in case of dispute. 

But the degree of protec- 
tion afforded by such mea- 
sures is questionable. “Let’s 

just say that yon never want 
to test whether the legal 
clauses work,” says one 
Hong Kong director. 

CKI and many of the other 
big Hong Kong conglomer- 
ates are seeking to maximise 
returns by concentrating 
their projects. In Shantou, 
for instance, CKI has built 
roads and power plants, 
while other companies in Mr 
Li’s stable have built hotels 
and a container te rminal . 
“Each project adds value to 
the others,” says Mr Kam. 

The result is a growing 
number of Hong Kong 
strongholds in thi» big 1 main- 
land cities. That may pro- 
vide protection against the 
pitfolls of Chinese projects. 
But it is a clear signal that 
the fortunes of corporate 
Hong Kong are tied ever 
more closely to develop- 
ments across the border. 


US protests against 
subsidised EU barley 


By Nancy Dame in Washing ton 


A 30,000-tonne sale of 
subsidised Finnish barley 
will be met by protesting 
farmers and a formal US 
retaliation when it docks 
this week at the Port of 
Stockton, California. 

US officials from the agri- 
culture and state depart- 
ments and the trade repre- 
sentative's office have been 
meeting to determine what 
action is needed to discour- 
age further subsidised sales. 

Dan Ghckman, US agricul- 
ture secretary, said the 
European Union could not 
“expect our farmers to pay 
the price of their distorted 
form policies". . 

It Is believed that the ship- 
ment is being subsidised at a 
rate of $51 pear tonne - which 
would undercut US prices by 
about 20 per cent per bushel 
US formers are blaming an 
announcement of the subsi- 
dised sale for a drop to bar- 
ley prices earlier this spring: 

Madeleine Albright, US- 
secretary of state, sent a pro- 
test letter to Jacques Santer, 
European Commission chair- 
man, on Tuesday warning 
the US will respond in an 
“appropriate" fashion. The 
letter Indicates how seri- 
ously the US regards the 



GBckmacK EU cannot 'aspect 
our farmers to pay the price’ 

threat of trade war over the 
issue, as secretaries of state 
rarely become involved to 
agriculture trade disputes. 

Grains formers are furious 
about the shipment. “Wheat 
will be next if the US fails to 
take decisive action to stop 
any further subsidised sales 
of European grain Into the 
US market,” said Bin Flory, 
president of National Associ- 
ation of Wheat Growers. “We 
must send the message loud 
and dear that dumping must 
not be tederated.'’ 

The timing of the ship- 
ment sale is particularly sen- 
sitive. Farm prices are gen- 


erally lower this year, and 
US farmers are to receive 
less government help under 
the “Freedom to Farm Act”. 

Mr Glickman is being 
urged to resurrect the US 
export subsidy programme 
to subsidise US barley in * 
third markets where the US 
and EU compete head-on. He 
could also impose counter- 
vailing duties to block future 
subsidised barley imports. 

Franz Fischler, EU agricul- 
ture commissioner, defended 
the sale, calling it a reflec- 
tion of high US barley prices 
compared with world prices. 

“The particular consignment 
In question. . . appears to be 
the result of very particular 
situations both as regards 
thp exporter in Finland and 
the importer in the US, both 
of whom are private opera- 
tors over which neither the 
Commission, nor I under- 
stand, the US government, 
has any control,’’ he said. 

Mr Flory said US farmers j§ 
had already been hurt by 
“heavily subsidised and 
unfair pricing practices of 
the EU in offshore markets". 

He asked the US administra- 
tion to seek immediate 
assurances from the EU that 
subsidies would not be used 
to gain further access to the 
US grain market. 


Worries grow as maritime 
trade with Indonesia slows 


By Stella McNulty 

h Kuala Lumpur 


Indonesia's maritime trade 
has come to almost a . com- 
plete standstill in recent 
days, raising tears of a slow- 
down for the region's ship- 
ping and for the Port of Sing- 
apore, Which hnnrilpg u rnimrl 
60 per cent of Indonesia’s 
container trade. 

The PSA Corp, which con- 
trols Singapore’s prat, insists 
business -is sound. Indone- 
sian throughput handl ed at 
the Port of Singapore 
Authority was. ' “still 
healthy", it said. “This is 
because; while imports have 
slowed, the demand: for 


exports has increased due to 

the rupiah's devaluation." 

But Richard Stokes, direc- 
tor of regional marine res- 
earch at Indosuez WICarr 
Securities in Singapore, says 
while 10 days' or so ago con- 
tainers leaving Jakarta were 
overflowing, exporters had 
difficulty finding ships for 
their goods because the fall - 
in Imports meant there were 
few inbound vessels. 

"Delays of two weeks pre 
last week's troubles can now 
be expected to at least dou- 
ble" Mr Stokes said. “For 
exporters facing tight deliv- 
ery dates, what may start 
out as penalties for late 
delivery can. easily lead to 


outright cancellation" 

He says a 60 per cent 
reduction in Inbound cargo 
during the first quarts' of 
this year forced the cancella- 
tion of Hong Kong's Orient 
Overseas Container Line’s 
new Indonesia/ Japan ser- 
vice. And Singapore's Nep- 
tune Orient Lines reported 
60 per cent load factors out 
of Europe and as low as 40 
per cent out of the US to 
south-east Asia. 

There is also the likeli- 
hood of an increase' In 
piracy. “What has become a 
mounting problem over the 
last two years is set to 
assume crisis proportions,'’ 
Mr Stokes said. 
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Risk is our business. 




One of nature's most dangerous creatures. 


The wingbeat of a butterfly in China - so the theory goes - can 
trigger a hurricane which rages weeks later over Florida. 
Meteorologists call it “the butterfly effect”: Minute disturbances, 
drastically amplified, can have catastrophic consequences. 

This is true not only of the weather, but of all so-called 
dynamic systems. For example the world economy. Whether 
the causes be big or small, the financial knock-on effects of coping 
with catastrophe - or the mere threat of it - may be anything 
from lar^e-scale losses to high insurance costs and unstable 
balance sheets. 

To provide protection, Swiss Re New Markets is not only 


devising efficient methods of managing large and complex risks, 
but also exploring ways to open up new sources of capital. 

At Swiss Re New Markets, more than 500 professionals are 
working side by side in interdisciplinary teams to meet the 
specific needs of each client. These ad hoc think tanks develop 
integrated solutions, combining traditional reinsurance with 
innovative financial and capital markets products. 

If you want to know more about risk as an opportunity, log 
on to our Website — www.newmarkets.swissre.com — or fax 
us at +41 1 285 60 45 in Zurich or at +1 (212) 317 56 28 in 
New York. 

Swiss Re 
New Markets 
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White House 
seeks delay 
in China vote 



Catastrophe bonds are ready, but where are the hurricanes? 


Wall Street investment banks have invented products allowing 
calamity risks to be securitised and traded, but 1997 proved 
to be a disastrous year for disasters. John Authers reports 




By Nancy Dunne In Washington 

The US administration is 
pushing for a delay in the 
annual vote on China's trade 
status, in on effort to stifle 
an embarrassing debate 
before President Bill Clinton 
leaves for a summit In Bei- 
jing on June 24. 

The president has until 
June 3 to renew China's 
Most Favoured Nation trade 
status, an annual process 
which each year becomes a 
review - highly resented in 
Beijing - of China's actions 
on human rights, weapons 
proliferation and trade. After 
he renews MFN. Congress 
has 90 days to vote to over- 
rule the president. 

The annual MFN exercise 
started in the late 1970s and 
no Congress has yet over- 
ruled a presidential decision 
to grant the special trade 
status to China. 

The president is expected 
eventually to push through 
MFN for Chinn. But the pro- 
cess will be complicated by 
controversy about Chinese 
influence over the Demo- 
cratic party, which has 
soured the atmosphere and 
brought heavy criticism 
down on the administration. 

Congress is expected to 
agree to delay the vote, but 
observers believe attacks on 
the administration will only 
be deferred until after the 
summit. "This way Republi- 
cans get to rain on any posi- 
tive publicity the president 
gets out of the trip.'' said one 
Democratic aide on Capitol 
Hill. 


MFN status imposes the 
same low-level tariffs on Chi- 
nese goods as apply to 
imports from most other US 
trading partners. The US 
business community mounts 
a vast lobbying effort when- 
ever the status seems in 
jeopardy: MFN status was 
granted even after the Chi- 
nese authorities' violent 
repression of protests in Bei- 
jing's Tiananmen Square 
nine years ago. 

The administration is try- 
ing to head off two contro- 
versies. First, it became 
known that Johnny Chung, 
a California businessman 
who contributed heavily to 
the Democratic party, 
received some of his money 
from Liu Chaoymg, the 
daughter of China’s most 
powerful military official. 
These revelations put Ms Liu 
at the centre of a Justice 
Department investigation 
into alleged Chinese 
attempts to influence the 
1996 elections. 

Republicans have also 
fiercely criticised the presi- 
dent for issuing an export 
licence for the launch of a 
US satellite aboard a Chi- 
nese rocket. The satellite 
was built by Space Systems/ 
Loral, whose chairman had 
made large contributions to 
the Democratic party. When 
the licence was granted, the 
company was reported to be 
under investigation by the 
Justice Department for pass- 
ing sensitive information to 
the Chinese. 

Feature, Page 13 


O ver the next few 
months Hurricane Otto 
or Hurricane Agatha 
may give Wall Street's new- 
est product a much needed 
boost. 

Names have already been 
designated for the annual US 
hurricane season, which 
starts on June 1. Hurricanes 
have tbe power to inflict 
severe damage on the profits 
of US insurers, as was dem- 
onstrated most dramatically 
when Hurricane Andrew hit 
southern Florida and Louis- 
iana in 1992, bringing 
insured losses of $15. 5m in 
its wake. 

This was the worst of a 
series of catastrophes - oth- 
ers included Hurricane Hugo 
in 1989, which cost $L2bn. 
and the Northridge earth- 
quake of 1994. which cost 
$l2.5bn. This led the indus- 
try to look for alternative 
ways of financing risks, and 
increasing their capacity. 

Wall Street believed it had 
the answer. All the largest 
investment banks have 
devoted resources to invent- 
ing products which allow 
catastrophe risks to be sec- 
uritised and traded on the 
market All the instruments 
involved are complicated, 
but they usually involve 
insurers issuing bonds and 
re taining the right to with- 
hold interest payments if a 
given severe weather event 
or hurricane occurs. (A 
catastrophe is any single 
event creating losses of $25m 
or more for the industry-) 

If there is no catastrophe, 
investors will generally 
receive a return slightly bet- 
ter tban would have been 
available from investing in 


blue-chip corporate bonds. If 
disaster strikes, on the other 
hand, they lose their interest 
payments, while in some of 
the products launched some 
of their capital might also be 
at risk. 

This is different from con- 
ventional reinsurance, 
which involves insurance 
companies in paying premi- 
ums to a reinsurance com- 
pany to cover themselves 
against losses above a partic- 
ular level. 

The argument was that 
the total volume of reinsur- 
ance business which US 
companies could safely 
write, estimated at about 
$260bn by AJVL Best, the rat- 
ing agency, was dwarfed by 
the total amount traded on 
world securities markets. 
Insurance risks could even- 
tually be traded in the way 
that mortgages are now sec- 
uritised and traded like 
bonds. 

One Investment banker 
said securitised catastrophe 
bonds would replace tradi- 
tional reinsurance “as sure 
as night follows day”. After 
a number of failed attempts 
in 1996, several catastrophe 
bonds were successfully 
launched ahead of last year's 
hurricane season. 

According to the New 
York-based Insurance Ser- 
vices Organisation the total 
amount raised by these 
bonds so far is $1.3bn in 
seven separate deals. 

But, unfortunately for the 
investment banks, last year 
proved to be the most 
lenient hurricane season in a 
decade, with total US catas- 
trophe losses of only $2.6bn. 
Annual losses had been at 


least double this every year 
since 199L 

The first quarter of this 
year was also relatively mild 
for insurers, with $lbn in 
catastrophe losses. Invest- 
ment banks pointed out that 
this would reassure inves- 
tors and encourage them to 
buy catastrophe bonds .in 
future. But it also sharply 
reduced the potential supply 
of the bonds. 

Reinsurance companies 
took the opportunity to 
increase the amount of busi- 
ness they could underwrite, 

, and to cut their prices, xnak- 
■ ing it much harder Tor the 

securities industry to com- 
pete. 

It now seems unlikely that 
many more catastrophe 
bonds will be launched this 
year than Iasi Only one 
such bond, worth $84m. has 
been launched so far. 
although several other deals 
appear to be near comple- 
tion. 

S enior insurers believe it 
will he many years until 
the bonds take a big 
share of the market Accord- 
ing to Hank Greenberg, chief 
executive of American Inter- 
national Group, the largest 
US Insurer. "As long as rein- 
surance rates are as low as 
they are. I don’t think 
there’s a big market for the 
financial sector to securitise. 
The financial sector will be 
there, and there will be a 
time for it. But at the 
moment there's no need for 
it, and it's not going to break 
down the walls in the fore- 
seeable future.” 

Mr Greenberg's view is 
typical. While in 1996 discus- 




sion of competition from 
securities markets domi- 
nated the industry in the US, 
most now believe the trend 
will take much longer to 
become established. 

Ramani Ayer, chief execu- 
tive of The Hartford, another 
of the largest US insurers, 
takes a similar view. He 
points out that it will be dif- 
ficult for the financial sector 
to duplicate insurers' exper- 
tise in pricing risks. 

He said: "When you are 
able to take a portfolio of 
risks then you should be 
able to securitise that portfo- 
lio. There's a lot of belief 
that it's a trend which will 
happen with time. But I 
don’t see that happening 
-dramatically or happening 
soon, because there's a very 
substantial amount of com- 
petency which is needed to 
underwrite reinsurance 
products, and securitising 
isn't the only component 
Insurance involves a lot 
more than just the transfer 
of risk." 

This leaves the nascent 
market for catastrophe 
bonds in need of another 
serious weather event on tbe 


scale of Hurricanes Andrew 
or Hugo. \ 

Jeanne Dunleavy, an 
insurance analyst at A.M. 
Best said: “Unless yon are 
going to be a pioneer, people 
can’t economically justify 
going to the capital markets 
at this time, Instead of tak- 
ing traditional reinsurance. I 
think ano ther big catastro- 
phe would cause capacity to 
dry up and pricing to go up. 
That would cause people to 
look for more economical 
coverage.” 

S he points out that Hurri- 
cane Andrew in 1992 
created a demand for 
extra reinsurance capacity, 
and led swiftly to the cre- 
ation of a large new reinsur- 
ance industry on Bermuda. 

But investment bankers 
are confident of the future 
for securitised insurance, 
suggesting it could be 
applied to risks other than 
catastrophes, or sold directly 
to corporations rather than 
insurers. 

One investment banker 
suggested that capital mar- 
kets could match the prices 
an offer from reinsurers. He 


said: “Even though the rein- 
- surance markets are less 
expensive this year than 
they were last year, pricing 
In the capital markets has 
improved at a much more 
significant rate, and that’s a 
function of investors becom- 
ing much more comfortable 
with the risk analysis that's 
available to them.” He added 
that the new market would, 
like the securitised mortgage 
market before it, need to 
cross two thresholds before 
establishing itself. 

First, it would need a •'crit- 
ical mass” of different risks, 
so investors can gain expo- 
sure to a range of different 
weather events and gain the 
advantage of diversification. 
Second, it would need a criti- 
cal mass in terms of the 
sheer amount of deals writ- 
ten. 

But he admitted: “There is 
one difference, whicb is that 
there was no alternative 
market for mortgage risk. 
For insurance-related risks, 
there’s already a reinsurance 
market It's a cyclical mar- 
ket and it happens to be 
very healthy at the 
moment" 


Court ban sought on 
Argentine gas. pipeline 


By Km Ware in Buenos Abes 

Greenpeace was yesterday 
seeking a court injunction 
against Argentina's gas 
industry regulator Enargas 
to halt construction of a 
$400m gas pipeline. 

The trans-Andean pipeline, 
planned by the NorAndino 
consortium - which includes 
Tractebel of Belgium and 
Southern Electric of the US 
- would pass through the 
Yungas rainforest in north- 
ern Argentina. The environ- 
mental group says the pipe- 
line threatens Argentina's 
dwindling jaguar population. 

Its officials yesterday met 
Susana Cordoba, federal 
judge, and Jorge Maiorano, 
national ombudsman, to try 
to halt construction on the 
grounds that Enargas did 
not hold a public hearing. 


“We are not against the 
pipeline in itself," said a 
Greenpeace spokeswoman, 
Claudia Molina: “We just 
don't want it to pass through 
this sensitive area. We have 
also long opposed forestry 
projects there." 

The NorAndino project is 
one of three rival schemes in 
the region aimed at trans- 
porting energy across the 
Andes to serve Chile's pow- 
er-hungry mining belt The 
GasAtacama project whose 
main partners are CMS 
Energy of the US and Chile's 
Endesa, would transport gas 
via a more southerly route, 
away from the rainforest 

Chile's Chflgener Has also 
embarked on a $575m project 
to generate electricity from 
gas in Salta province and 
transport it across the Andes 
through a transmission line. 


Analysts said there is insuf- 
ficient demand for all three 
schemes to be viable. Talks 
this year aimed at merging 
the two pipeline projects 
appear to have foundered. 

Any delay to the NorAn- 
dino project could be a 
severe setback. Building 
work on the GasAtacama 
scheme is already under 
way. If the judge rules in 
favour of Greenpeace, per- 
mission to build the NorAn- 
dino pipeline would be 
revoked and a public hearing 
would be called. 

Greenpeace said the J un- 
gas rainforest is the coun: 
try's most biodi verse region 
and says the 1 .000km pipe- 
line would cut through the; 
home of the endangered jag-' 
uars. Only an estimated 200 
jaguars, the largest wild cats 
in South America, are left. 


Mexican bank fights charge 


By Leslie Crawford 
in Mexico City 


Banca Serfin, Mexico's 
third-largest bank, is to 
plead not guilty to charges 
of money laundering 
brought by a federal grand 
jury in tbe US. 

Serfin, as well as Ban- 
comer, Mexico's second -larg- 
est bank, and Confia, a 
smaller financial group 
recently acquired by Citi- 
bank, were indicted last 
week following a secret 
three-year investigation 


which US officials say 
exposed a “systematic pat- 
tern" of money laundering 
through Mexico’s financial 
system. 

According to the US 
Department of Justice, Ser- 
fin is alleged to have laun- 
dered $7.7m for drug traffick- 
ers during the period of 
investigation. 

Bancomer is alleged to 
have laundered $20.6m and 
Confia $iim. US Justice 
Department officials said 
they felt the pattern of 
money laundering through 


-these three banks was so 
systemic it would not be 
enough to indict individual 
employees. 

In a statement Banca Ser- 
fin said it bad not had access 
to the evidence presented by 
US authorities before the 
grand jury, but it would 
“defend its innocence". 

Bancomer said it had 
asked William Isaac, former 
chairman of the Federal 
Deposit Insurance Corpora- 
tion in the US, to conduct an 
independent investigation of 
the accusations. 
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Making strengths stronger 



We already have the edge. Now on the way 
to the No.t position in Europe. 


% 


* 


* 




The company. 

Mannesmann operates in Tele- 
communications, Engineering, 
Automotive and Tubes & Trading. 
All sectors are consistently man- 
aged with a value-driven approach. 
Our yardstick for measuring value 
creation, the return on gross 
operating assets, reached 10.3 
per cent in 1997. We have com- 
mitted ourselves to reach the 
1 5 per cent mark in the year 2000. 
Our medium-term objective is to 
• reach a 20 per cent return. 

Telecommunications - 
growing across borders. 

Thanks to D2, 
Arcor and our 

* * / v a r participations - 
Omnitel and Infostrada in Italy, 
and Cegetel in France - we're 
well on our way to becoming the 
leading private telecom provider 
in Europe. In digital mobile tele- 
communications, D2 is already 
market leader in Germany. Today, 
the Telecommunications segment 
generates 
the Group's 

biggest earnings contribution. . 

Your advantages. 

With Arcor and D2 we aim to 
offer ail the advantages of an 
integrated communications com- 
pany and are already realizing 
marketing and cost synergies for 
the benefit of our customers. 
Arcor runs a high-performance, 
full coverage wireline network, 
reaching the heart of every city 


in Germany. Building on the 
strength of 02, Mannesmann 
has consistently exploited the 
opportunities of todays Informa- 
tion Age. Our aim? To further 
sharpen our European edge. 

Engineering - 

a top place in the world market. 

With Mannesmann Demag, 
Mannesmann Dematic, Mannes- 
mann Rexroth and Krauss-Maffei, 
we rank among the world's leading 
suppliers in mechanical engineer- 
ing. Mannesmann Engineering 
is No.1 in hydraulics, material 
handling and plastics machinery. 
We aim to optimize our product 
portfolio to enhance profitability 
and secure future growth. 


SACHS 


Automotive - 

making cars more intelligent. 

VDO and Sachs are innovative 
partners to the automotive indus- 
try. Sachs ranks among the lead- 
ing global suppliers of chassis 
and powertrain components and 
systems. VDO is 
internationally 
recognized as an expert in the 
fields of integrated electronic 
information and control systems. 
Through its acquisition of Philips 
Car Systems, VDO with its new 
Car Communication division is 
poised to become one of the 

world's premier 
providers of 

integrated information, navigation 
. and traffic telematics systems. 
Seizing every opportunity to boost 


current value, we aim to forge 
ahead with the internationaliza- 
tion of our Automotive sector 
and to strengthen our systems 
expertise. 

Mannesmann's strengths. 

• Strong commitment to value- 
driven management. , 

• Telecommunications: 

- German market leader in . 
dlgitaf mobile • 
telecommunications. 

. - Leading private integrated 
provider in European. • 
telecommunications. 

• Automotive and Engineering: 
Outstanding global position.' 

Tubes & Trading - 
effective partnership strategy. 

The Tubes & Trading sector pro- 
duces and markets steel tubes 
for every application. In order 
to bofster our market position 
and improve our cost base, we 
have been incorporating all major 
product areas into cooperative 
alliances since the early nineties. 
The latest and most significant 
step in this direction is our joint 
venture with the French group 
Vallourec for seamless tubes. 

Mannesmann - 
working for your future. 


http://www.mannesmann.com 
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Weakening yen threatens to take neighbours down with it 


Further falls could have a devastating effect on other east Asian 
countries needing to export more and threaten the stability of 
the HK dollar and the Chinese renminbi, writes Paul Abrahams 


T he entrance to the 
Tokyo headquarters of 
the Keidanren, Japan’s 
most influential business 
pressure group, is dominated 
by an electronic display 
board. It does not show the 
Nikkei 225 index, nor the 
yield on the 15-year bench- 
mark bond. Rather, it pro- 
vides just one figure - the 
doDar-yen rate. 

In recent days, the execu- 
tives entering the building 
have been g o rin g op at the 
board with more concern 
than usual. Whereas in 1995 
they were anxious about the 

yen's strength - it reached a 

high against the dollar of 
Y80 - now they are worried 
by its weakness. Since Feb- 
ruary. the yen has depreci- 
ated more than u per cent 
Last night it closed in Tokyo 
at Y137A 

The question Is no longer 
whether the Japanese 
authorities can halt the slide 
- they almost certainly 


Tung Chee-hwa; We are in the depth of a major economic adjust- 


ment, the reeutt of which may be prolonged and pafnftiP 


Hong Kong 
sees decline 
in output 


By John Bid ding hi Kong Kong 


Hong Kong's economic 
downturn is much more 
severe than anticipated, with 
first-quarter growth figures 
due tomorrow set to show a 
Call in output and to signal 
the territory’s first recession 
since 1935. 

Donald Tsang, financial 
secretary, said the first quar- 
ter had been “very rough”. 

Mr Tsang declined to com- 
ment on the first quarter sta- 
tistics, but official sources 
and economists said first- 
quarter output had fallen by 
as much as 2 per cent year- 
on-year. Many private econo- 
mists expect a further fall 
this quarter. 

“We are in the depth of a 
major economic adjustment, 
the result of which may be 
prolonged and painful." 
warned Tung Chee-hwa, the 
territory’s chief executive. 
Speaking late on Tuesday, 
he said economic growth 
would fall substantially and 
may even be negative. 

Mr Tung’s statement, his 
bleakest assessment of the 
territory's economic perfor- 
mance, stunned Investors. 
The benchmark Hang Seng 
Index fell by S .3 per cent to 
8.983, below the psychologi- 
cal 9,000 level and almost 25 
per cent below its March 
high. 

Investment analysts said 
the government appeared -to 
have waited until after this 
week's legislative election to 
signal the severity of the 
downturn. Last weekend Mr 
Tsang said he saw no need 
to revise his forecast of &5 
per cent growth tor the year. 

While Hong Kong has 
proved relatively resilient in 
the face of the regional eco- 
nomic crisis, it has been 
hurt by a rise in interest 
rates to defend Its currency 
peg to the US dollar. The 
administration re mains com- 
mitted to the currency link. 


and economists argue that 
adjusting the mechanism 
would further damage confi- 
dence. But the rise In rates 
has prompted a sharp fall in 
property prices. Tourism and 
retail spending have col- 
lapsed as a result of the 
regional economic turmoil 

"We are seeing just the 
beginning of a major dip," 
said Dong Tao. senior 
regional economist at C5FB. 
“We will see negative 
growth this year for sure,” 
he added. 

Other analysts revised 
down growth and earnings 
forecasts for the year. HSBC 
Securities halved its gross 
domestic product forecast to 
1 per cent growth, while the 
Hong Kong General Cham- 
ber of Commerce, cut its 
estimate from 4 per cent to 2 
per cent 

While warning of the 
severity of the downturn, 
the government urged calm. 
“The fundamentals of our 
economy are very good. Our 
banking system is very 
healthy," said Mr Tsang. ■ 

Mr Tung underlined the 
need to restore competitive- 
ness after years of rising 
property prices and high 
inflation, but said the gov- 
ernment would be “flexible" 
in the supply of land. “The 
government does not wish to 
see . a collapse in property 
prices,” he said.- Tie chief 
executive added that Hong 
Kong's economy would be 
supported by its strong 
financial reserves and the 
continued growth in the 
mainland Chinese economy. 

While surprised by the 
speed of the economic 
decline, some economists 
cited positive factors. “The 
speed of restructuring shows 
the flexibility of the econ- 
omy,” said Clive McDonnell, 
head of economic research 
for North Asia at SG Securi- 
ties. 


devastating effect on other 
east Asian countries for 
whom Japan is the biggest, 
or second-biggest, export 
market, it could also put the 
currencies of Hong Kong and 
China - which are pegged to 
the US dollar - under more 
pressure. 

“Sven a rate of YI60 or 
Y155 to the dollar is fairly 
scary ” says Ron Bevacqua, 
economist at Merrill Lynch 
in Japan. “The Chinese and 
Hong Kong economies are 
already decelgating sharply, 
and a yen ti rat cheap could 
farce them to devalue - not 

this year perhaps, but posei- 


says Michael Naldrett, earn- . 
omist at Dresdner Kteinwort 
Benson in Tokyo. 

These differentials are a 
stark reflection of the 
respective strengths of the 
US and Japanese economies. 
Tiie consensus forecast for 
Japanese economic growth 
this year is a contraction of 
0.4 per cent The US econ- 
omy Is expected to expand 
3.1 per cent 

Even thnng h thin has been 
known in the market for 
some time, Japan’s terrible 
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depredation, an attitude 
apparently confirmed by the 


reserves and had no lasting 
impact in changing senti- 
ment. 


cannot - but whether they snry bonds are offering a 
can control the speed of its yield of about 5.8 per emit 


decline. Only last month 
analysts were talking pri- 
vately about the yen reach- 
ing Y150 late year. Now 
some are even mentioning a 
figure of Y180. 

Such a fell could have a 


and a yen rira* cheap could frmdamopfaT ft have not been apparently confirmed by the 
farce than to devalue - not reflected in the exchange Jack of intervention in the 

tiife year perhaps, but posei- rate. This is because mves- currency markets this week. 

bly next. That would lead to tors believed the Bank of The last attempt c ost Ja pan 
further competitive devalue- Japan (BoJ), possibly with 10 per cent of its ex c hang e 
tions across the region, the US authorities, would reserves and had no lasting 
plunging the region back intervene to support the yen. impact in ch an gin g senti- 
into crisis. I don't want to be What has caused the meat, 
too bearish, but it’s a feasi- recent acceleration in the 

hie scenario.” yen’s slide was a change in A s for the US, on Mon- 

At the heart of the prob- perception of BoJ and US ZA day, . an unso arced 
\pm are the interest rate dif- Treasury policies. At the end # Y article in US News and 
ferentials between assets in of last week it became appar- World Report magazine 
the US and Japan. US trea- ent that a substantial minor- suggested Robert Rubin, the 
snry bonds are offering a ity of the BoiTs policy-mak- US Treasury secretary, was 
yield of about 5.8 per emit, ing co mmit tee believed willing to let the Japanese 
Japanese long bonds about Japanese short-term rates, currency plunge if that was 
L4 per cent “For Japanese already at a record low of d5 the only way of keeping the 
investors, the combination per cent should be cut for- world's second biggest econ- 
of the yield and the depreda- ther. cany from collapsing, 

turn offers a 16 per cent dif- This appeared to suggest "Even though the report 
ferential - that’s a powerful the Japanese authorities was denied, it merely stated 
incentive to go offshore ” were relaxed about farther the obvious,’’ says Mr Bevac- 


currency markets this weeds. . ing down, the economy with-' 

The last attempt cost Japan . out the need to raise interest 
10 near cent erf its exchange rates. Rubin doesn't want 


qua at Merrill Lynch- “The , imparts into Japan collapsed 
OS Tteasmy views a strong 28 per cent year-on-year. A 
dollar as deflationary, slow- ■ depreciating yen will only 

ing down the economy with-l hit imports more. . 

out the need to raise interest Rehef will come only when 

rates. Rubin doesn't want the economic fundamentals 


the yen 'felling off acfiflt If in the US or Japan change, 
the yen is going to dgpreci- insists Peter Morgan, econo- 


ate, he wants it to decline in mist .at HSBC In Tokyo. 


A s for the US, on Mon- 
day, an unso arced 
article in US News and 
World Report magazine 
suggested Robert Rubin, the 
US Treasury secretary, was 


an orderly manner.” 

Even so, an orderly decline 


Changes in Japanese tax 
regulations could, change 


would provide little relief far sentiment, but such reforms 
the rest erf Asia. True, oyer ' are not expected until later 


Ihe past 18 months, on. a this year at the earliest. Oth- 
tnuteweigbted basis, the yen * erwise a surprise bailout of 


Japanese long bonds about 
L4 per cent “For Japanese 
investors, the combination 
of the yield and the depreda- 
tion offers a 16 per cent dif- 
ferential - that’s a powerful 
Incentive to go offshore,” 


willing to let the Japanese- . But the rest, of Asia heeds 
currency plunge if tbat was Japan, which accounts for 70 


the only way of keeping the par cent of tfaeiregian's gross 
world's second biggest earn- domestic prodhet, to import 


has actually appreciated. Japan's troubled banking 
But the rest, of Asia heeds system could prevent higher 
Japan. Which accounts for- 70 unemployment and boost 


cany from collapsing. 

"Even though the report 
was rinniflH, it merely stated 
the obvious,' 1 says Mr Bevac- 


its goods In large -and 
increasing quantities. 

That is not happening. 2b. 
the first 10 days of May, 


domestic demand. 

The alternative is a crash 
in the US equity markets, 
which would have its own 
worrying global conse- 
quences. 


Plan for public funds to write off bad loans 


By GHfan Tett in Tokyo 


Japan should use public 
funds to help write off the 
h ank s* mountain of bad 
loans, a politician in Japan's 
ruling Liberal Democratic 
party proposed yesterday. 
Public money should also be 
spent to force through a 
wave of mergers among the 
banks, said Yoshiml Wata- 
nabe, the LDP member. 

Mr Watanabe did not pro- 


vide details of his plans but 
his comments will attract 
market attention because 
earlier this year he was the 
first LDP member to propose 
injecting public funds into 
the banks' capital base. 

Since then Yl,800bn 
($l3bn) has been injected 
into the banks. 

The comments came amid 
growing signs that the LDP 
will soon unveil a second set 
of proposals to tackle 


Japan's 'financial problems. 
RnrUtvr fhig month RyutaTO 
Hashimoto, Japan’s prime 
minister, pledged new policy- 
steps to a meeting of the 
Group of Eight industria- 
lised nations. In recent days 
the LDP hnc been engaged in 
intensive internal discus- 
sions about the bad loan 
issue. 

The debate has been given 
added urgency by the release 
of worse4han-expected bank- 


ing results last week. 

These showed that total 
problem loans at the top 18 
banks had risen to Y22,000bn 
from earlier estimates of 
Y16,00Qbn because of . the 
introduction of tighter, US- 
style acco unti ng standards. 

The ideas currently being 
discussed in the LDP include 
a proposal to establish a new . 


other collateral from banks; 

■ Giving hank* tax breaks if 
they make bad loan dispos- 
als; 

■ Establishing a new judi- 
cial structure to settle loan 
disputes and combat the 
threat posed by yakuza 
gangsters; 

■ Setting-up a public bank 


diplomats and investors that 
the Japanese government is 
finally preparing to take 
sweeping measures to 
resolve the financial prob- 
lems. 

The banks’ problems yes- 
terday prompted Moody's 
the US credit rating agency, 
to downgrade the debt of 


institution that would dear parts of collapsed banks. 


to purchase . the healthy Bank of Tokyo-Mitsubishi, 


tire bad loans by. 

■ Purchasing real estate or 


The debate has prompted 
hopes among some western 


Dai-Ichi Kangyo, Sakura, 
Industrial Bank of Japan 
and Sumitomo. 


IMF widens Jakarta contacts 


NEWS -DIGEST 


NUCLEAR WEAPONS 


By Gwen Rofatam 
in Jakarta 


Ihe .International Monetary 
Fund taken the unprece- 
dented step in Jakarta of arr- 
anging discreet meetings 
with a wide range of Indone- 
sian opposition leaders, 
labour activists and pro- 
democracy campaigners in 
an effort to forge new politi- 
cal ties across a broad spec- 
trum. 

For the IMF. which has 
frequently insisted its work 
precludes political involve- 
ment, the meetings consti- 
tute a significant break with 
established procedures and a 
fundamental shift in its 


approach to Indonesia. “ economics - not politics’*. in Jakarta on Tuesday to 

The move is a clear Last week, however. Mr meet Mr Habibie and eco- 
acknowledgement that Camdessus and other IMF nomic ministers. But from 
Indonesia's intense political , executives ^stressed political. . today he wiE meet a range of 
upheavals cannot be sepa*' ’stability as a prerequisite' fto - opposition leaders including 
rated from the course of the Anther economic assistance. - Axolen Rais, leader of oneof 
economy. Some critics ..said the IMF’s .the country's largest Moalon 


India ready for ‘no first 
use’ accord with Pakistan 


More significantly, it sug- poor political judgment and 
gests the new government of lack of information led to 


Jusuf Habibie, who last 
week replaced former Presi- 
dent Suharto, is being 
viewed as a transitional 
regime 

Michel Camdessus, IMF 
managing director, recently 
rejected suggestions that the 
Fund should be more con- 
cerned with the political sit- 
uation in Indonesia and 
insisted that Us work was 


the breakdown of two earlier 


Amlen Rais, leader of one of 
the country's largest Moslem 
organisations and a fierce 
Clitic of Mr Suharto. 

Mr Neiss will also meet 


economic reform pro- Megawati Sukarnoputri, 
grammes linked to the IMF- daughter of the late Free!-. 


sponsored $42bn rescue 
package. 

The third reform accord, 
signed weeks before Mr 
Suharto's resignation last 
Thursday, was suspended in 
the ensuing turbulence. 

Hubert Neiss, the Fund’s 
Asia-Pacific director, arrived 


dent Sukarno; Mucfatar Pak- 
pahan, a labour activist and 
former political prisoner 
who was released from 
prison on Tuesday; and five 
other opposition figures 
including Emil Salim, an 
economist and framer cabi- 
net minister. 
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Government may 
take control of 
Indonesian bank 


By Sander Tboenes and 
Gwen Rofatasaa hi Jakarta 


Advertising release 
for sale of shares by direct negotiation 


Indonesia’s government is 


“If the Salim Group is 
damaged, it will reverberate 
throughout the economy,” 
said Tom Ingtis, head of 


India yesterday said it was * 
ready to negotiate a “no fast 
use” nuclear agreement with 
Pakistan, its south Asian rival 
which is also threatening - 
nudeer test explosions, and- 
other states. Atal Behan 
Vapayee, prime minister, said 
in a speech to paifiament that 
while India's recent tests 
demonstrated the country to; 
be a “nuclear weapon state” J 
Deffii would continue to pur- i 
sue global nuclear disarms- j 
merit in international forums ] 
and refrain from exporting 1 
nuclear technology. Mean- .j 
while, activists of the Com- 
munist Party of India wore 
masks of Mr Vajpayee and Sushma Swaraj, Information mails 
ter, at a demonstration near parliament (left) to protest again® 
India's recent nuclear tests. 

Mr Vajpayee’s remarks disappointed western diplomats, 
who had hoped that IncHa would make a more formal commit- 
ment to signing up to the Comprehensive Test Ban Treaty, a 
move India has so far refused. 

The Indian statement came amid unconfirmed US meefia 
reports that Pakistan had completed preparations to conduct 
Its own nuctoar test reports which senior Pakistani officials j 
pointedly failed to deny. Marik Nicholson, New Deftn 


expected to take control of. research for ING Barings to 
the country's largest private Jakarta. 


JAPAN POWER SECTOR 


The STATE OWNERSHIP FUND, a Romanian public institution based in Bucharest, 6 Stavn 
sale by direct negotiation according to the Government Urgency Ordinance no. 88/] 997a 61 A96 € , 
RULMENTI SUCEAVA SjV Company, Suceava. 


of the issued share capital of 


□ Registered Office: Suceava. str. Zona Industriala Scbria nr. F.N. 

□ Fiscal Code; R 717936. 

□ Registration no. at Commercial Register Office: J 33/436/1991. 

□ Issued stock capital, according to the knest records 

at the Commercial Registrar Office: 154,238,675 thousand ROL 

□ Thmovcr in 1996: 43.593,699 thousand ROL 

□ Net profit in 1996: 2J63.514 thousand ROL. 

□ Main scope of activity: designing, manufacturing aid marketing of bearings. 


bank, owned by relatives 
and friends of former Presi- 
dent Suharto, raising con- 
cern that his resignation is 
also bringing down large 
business empires. 

Economists and business 
executives said the Indone- 
sian B ank Res tract tiring 
Agency (IBRA), set up ear- 
lier this year to salvage the 


Separately, officials said 
yesterday tax breaks for well 
connected companies could 
be revoked, contracts with 
Suharto family businesses 
would be reviewed and. a 
charity fund run by a daugh- 
ter-in-law of Mr Suharto 
would be audited. 

A drive against associates 
Of the bid pw w nmpnt could 


Companies eye cuts in bills 


troubled banking sector,- boost the President Habibie’s 


Total number of shares at a nominal value of 25JM0 ROL each: 6469,547. 
The share ownership structure is as follows: 


O Stale Ownmh 
Q Financial loves 
Q Shares owners 


i Fond 

neat Company .Moldova 
rourgh mass pivatization 
tO mrmajpfT 


The offer price for the 6L496 % issued share capital, Le. 3,7944)32 slums is 28j086/t23 USD. 

PR ESENTA TION FILE required for SDbscriptkn to the offer may be obtained at die Stale O wn ers hip Fond, 
BUSINESS CENTRE. OFFERS DIVISION of the International Relations Dc paft mc u t. Bucharest, 6 Stavrop ol cos Street, sector 3 pbonc 04- 
01/31 10495: 3123130; 3124231 and fax 04-01/3121841, daily between 8X0 aid 16X0 hre» as a puce of 2^6U5D tor foreign emsens or legal 
ratines, or ROL equivalent at National Bank exchange rate applicable on tie PRESENTATION FILE purchase dais for Romanian citizens and 
legal entities. This sum has to be transferred in advance to the State Ownership Fraud accounts: no. 2511 00000062423080:4 in USD at the 
Romanian Bank for Foreign Trade (BANCOREX) for foreign investors, or no. 2511 00980900224 in ROL, at the Romanian Bank for 
Devctopmew-Bucharest Branch (BRD-SMB) for Romanian investors. 

Futther information about the company’s privatization may be offered by S.QJ.’s INTERNET SITE at the address wwwjoSjo. 


would take control of Bank 

Central Asia (BCA). The 

agency may nationalise part 
of BGA’s equity to compen- 
sate for big central bank 
loans to the bank In 
response to an ongoing rush 
on Its deposits. 

Officials at BCA and the 
agency denied rumours the 
hank had already been taken 


position. But diplomats warn 
it could also scare foreign 
Investors and ethnic Chinese 
tycoons, who control much 
of the economy. 

The fate of BCA may give 
a foretaste of what may hap- 
pen to businesses associated 
with Mr Suharto’s family. 

Rioters destroyed 122 BCA 
branches last month. -The 


over, a central bank staff looting sparked a run on the 
member said the decision bank, which turned into a 


^Tbe minimal environmental conditions accepted for URB RULMENJI SUCEAVA SAaa included in the company PRESENTATION 


Ino nfatops rtkipBte^m^ejegptiaiioasJriddeffiareiemuredtoncseiuevMeareofpBiiiiigaiitoSd^s&POSalagngaiaee 
, f. P a ^J c {P a ff >n ^ ftr-y 5 * ° thousand RQL or &42J&2M USD as fttilows: Romanian otiwos or legal entities (Bay pay cash 

2S1H1WM9W313 a die Romamm Bank for Development - Bwtoresffftanch 
^ I «al Millies may nay cash to the State Ownership Fond, to account no. 
“WWMXfeffiOWWmipi}, at fa^Ronanian B»k lor mrign Trade (BANCffltDO; ahemathdy dm tedders may insuiia 
me baas where mey bold Ibeir account lo release an uncootStionaf bank guarantee valid for 121 days, after the tntwriftTng ofe. 

Only biddas that prove they acquire the Presentation file may submit their PURCHASING OFFER. 


THEPRESENTATION FILE trill be released on pes naa t ioa oft 

□ for 

O nwtifaatE fromtne bidding com pany. 


had “not yet" been taken. 

BCA reported RpS2,638bn 
ft&Sbn) in assets.by Decem- 
ber 31, 1997, Including just 
ova: Rp40,000bn in deposits 
or 12 per cent of the total 


panic rush when Mr Suharto 
resigned as customers 
assumed the government 
would no longer protect 
BCA’s assets. 

Central hank data show a 


Large Japanese companies may from next year be able to cut 
their electricity bffls by up to 30 per cent by buying dJractiy 
from independent power producers (IPPs) rather than regional 
ele ct ri ci ty monopolies. 

A government advisory panel yesterday put forward plana 
to allow Independent power producers - mainly companies in 
industries such as steel and chemicals - to sefi excess elec- 
tricity they generate directly to large power users. IPPs tend 
to price electricity at 20 to 30 per oerrt below standard rates. 

The panel, advising the Ministry of Internation a l Trade and 

Industry (Miti), wiB carry out further studies of haw the iibeml- 
ksation should be Implemented, but It could take effect as 
early as the next financial year: 

Recent deregulation allowed IPPs to bid to supply excess 
power to the regional electricity companies, or to use the 
electricity companies’ lines to transmit power to other sites of 
the same company. 

But so far many more IPPs have bid to sell electricity that 
have been accepted by the power companies, and they are 
not currently allowed to sell directly to end users. 

The.hJgh cost of electricity In Japan has prompted an 
increasing number of companies to generate more of their 
own power. Bettah Hutton, Tokyo 
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KARACHI STOCK MARKET 


deposit base in Indonesia at rise of Rp3,715bn in credits 


the time. Two of Mr Suhar- to cnm m grrial hanks in the 


Security tight after rioting 


a guarantee I 
ay pay cash I 


to’s children own 30 per cent, week up to May 22, much 
of BCA. while executives erf believed to be to BCA. Hie 


OFhhk and Jhe documents stipulated in the Section „C“ of the PRESENTATION 


Salim Group, Indonesia’s 
largest conglomerate, own 70 
per cent. Trading in In do- 
food, a subsldary of the 
Salim Group, was suspended 
on the Jakarta stock 
exchange yesterday after its 
share price dropped sharply 
OH rumors that its dominant 
position In flour-milling 
would be investigated. 


central bank said it would 
lend up to twice the bank’s 
capital, which is estimated 
at just under Rp3,000bn. 
before putting it under 
IBRa. Outstanding central 
bank credits to wratmorHa! 
banks reached BplX2j550bn 
last week, much of which 
will be billed, to a badly 
depleted government budget 


The management of the Karachi stock market, Pakistan's 
main bourse, yesterday doubled the number of private secu- 
rity guards across Hs trading hall and sought police protec- 
tion, following rices by traders on the floor on Wednesday. 

Traders had protested at the proposed introduction of com- 
puterised trading, which they say could cost 2.000 Jobs. Yes- 
tenday, however, the violence appeared to have ended. 

The KSE-100 share Index closed 6.1 per cent down yester- 
day. Share prices have fallen consistently In the past two 
weeks, mainly driven by anxieties over the fallout for trie 
economy if Pakistan conducts its frstever nuclear test, 
responding to the five tests by India earlier this month. 

Farftan Bokhari, Islamabad 
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Watchdog to 
consider ban 
on takeovers 
‘creeping’ 


BRITAIN 


by 


By Jane Martinson, 

Investment Correspondent 

The Takeover Panel is set to 
review the so-called 
“creeper" provision which 
allows shareholders to build 
up stakes gradually in a 
company until they gain 
control. 

Alistair Defriez, director 
general of the panel, is to 
recommend that the provi- 
sion is abolished at the next 
meeting of the panel in July. 
“I think there is a strong 
intellectual argument for 
changing the code, but the 
panel has to decide,” he said 
yesterday. 

The move follows the con- 
troversial bid for Astec. the 
electronic power supply 
group, by Emerson Electric. 
The US group started with a 
large stake in its target and 
achieved control by buying 
up to 1 per cent each year. 

This is allowed under rule 
nine of the Takeover Code 
governing mandatory bids. 
Companies normally have to 
launch a bid if they hold 
more than 29.9 per cent. But 
there are several circum- 
stances under which they 
can own up to 49.9 per cent 
with the consent of other 
shareholders. 

Astec’s minority share- 
holders failed in their 
unprecedented court chal- 
lenge against Emerson ear- 
lier this month. 

Although Emerson is out- 
side the panel’s jurisdiction 
as a Hong Kong-based com- 
pany. several investors felt 
the case highlighted an un- 
intended consequence of the 
"creeper" provision. 

One institutional investor 
said yesterday: “We are try- 


ing to avoid a repeat of 
Emerson.” Mr Defriez says 
that his decision to put the 
issue to the panel comes in 
response to the concerns of 
these investors. 

There could be some oppo- 
sition to abolition by inves- 
tors who believe the creeper 
provision provides useful 
flexibility. When the issue 
was last reviewed by the 
panel six years ago, inves- 
tors argued that there are 
some instances - for exam- 
ple in investment trusts - 
where large shareholders 
may want to buy at a dis- 
count without taking con- 
trol- This review resulted In 
a reduction In the limit from 
2 per cent to l per cent a 
year. 

If the 18-strong panel 
agrees to abolition in July, 
change could come relatively 
promptly. Any action could 
head off the threat of inter- 
vention by the government 
as part of its wide-ranging 
review of company law. 

The panel is set to publish 
a revised code shortly. It 
decided to modernise its 
rules following criticism that 
it was not doing enough to 
ensure fair play. Among the 
changes will be a ban on 
advisers to companies facing 
hostile bids buying the tar- 
get company's shares. Preda- 
tors making paper bids are 
also to be prevented from 
baying up to 10 per cent of 
their target’s shares for 
cash. 

Mr Defriez said the 
planned publication was "at 
an advanced stage”. It- had 
taken longer than expected 
for administrative reasons. 

Lex, Page 20 


NORTHERN IRELAND I N -WAK E OF PEACE DEAL, SINN FEIN PRESIDENT ARRIVES IN US FOR PARTY’S BIGGEST FUND DRIVE SINCE 1994 

Adams tour aims to forge Wall Street ties 


By Victoria Griffith in Boston 
and Bcftanl Woffle 
In W a shin gto n 


Gary Adams, the SirarT&n 
president, arrived in -New 
York yesterday for. the Irish 
republican movement’s big- 
gest fundraising tour since 
the start of the peace process 
four years ago. Sinn FSfn is 
the political wing of the Irish 
Republican Army. V? 

Armed with legitimacy 
afforded by the April peace 
agreement, and displaying 
the demeanour of a conquer- 
ing hero. Mr Adams 
appeared determined to 
forge fresh ties with Wall 
Street and US business. 

- This morning be win tour 
the New York Stock 
Exchange, and this evening 


he will host a $l,000-a-head 
black-tie dinner at the World 
Trade Centre'. It wfl] be the 
first time Sinn Fein has ever 
tried to raise money in New 
York’s financial district. 
Money from the event will 
go to the campaigns for Sinn 
Fein’s candidates in the 
June elections for the new 
Northern Ireland assembly. 

Mr Adams also hopes to 
cement his new-found status 
in the American mainstream 
as a legitimate political 
leader. Friends of Sinn Ffii n, 
the party's US arm, said that 
Mr Adams wfil meet Presi- 
dent Bill Clinton tomorrow. 


although the White House 
refused to confirm the 
appointment, saying only 
that it was a possibility. 

The trip comes against a 
background of increasing 
goodwill towards Northern 
Ireland in the US. On June 7, 
William Daley, the US Com- 
merce Secretary, will lead a 
trip to Northern Ireland and 
the border counties of the 
Irish Republic to explore 
investment opportunities. 

The US Commerce Depart- 
ment said response to the 
trip bad been overwhelming. 
Already, General Electric, 
Monsanto. Motorola, Fruit of 
the Loom. Pfizer and Pitney- 
Bowes have signed up for 
the excursion, which the US 
is billing as an important 
step towards lasting peace. 
"Peace and economic stabil- 
ity go hand in hand.” Mr 
Daley said. 

US interest in pharmaceu- 
tical and biotechnology 
investments is expected to 
he particularly strong. The 
impact of a Congressional 
amendment that exempted 
US corporations based in 
Ireland from paying tax at 
the US rate may now be felt 
in frill. US companies in 
Ireland have to pay taxes on 
just 10 per cent of profits, 
instead of the 33 per cent 
required in other countries. 

"Closer economic ties 
between the two countries is 


Priests ‘may help 
decommissioning 1 

Priests or lawyers could provide 
an acceptable conduit for the 
Irish Republican Army to 
“decommission* its weapons, 
Gen John de Chastelain said 
yesterday, John Murray Brown 
writes. The former Canadian 
armed forces chief (right, at the 
Europa Hotel, target of many 
terrorist bombings in Northern 
Ireland's main dty of Belfast) 
was appointed to oversee the 
destruction of the region's 
paramilitary arsenate. The notion 
that decommissioning could be 
conducted without dkect 
contact wtth paramilitary groups 
represents a new offer from hts 
independent commission, which 
has made little progress. 

“A priest or a lawyer is fine. It 
can be anyone designated by 
the paramilitaries as an 
Intermediary, but we must have 
a point of contact,* Gen de 
Chastelain said. 

Picture; Crispin Rodwefl 


a natural progression from 
the peace accord.” said Larry 
Downes, president of Friends 
of Sinn F&n. 

By reaching out to non- 
Irish -Americans as well as 
its traditional Irish- 
American base. Sinn Fdin 
expects to raise more than 



$100,000 in the few days Mr 
Adams is in the US. 

The organisation has gath- 
ered $2.5m since 1995. 
although donations slowed 
to a trickle after the IRA 
ended its first ceasefire in 
1996 and Mr Adams was 
barred from entry to the US. 


“The doors for Sinn Fein 
are opening wider as the 
quest for peace accelerates,” 
said Ray O’Hanlon, editor of 
the New York-based Irish 
Echo newspaper. 

In spite of the optimism, 
there are strong pockets of 
resistance to the new peace 


accord in tbe US. Supporters 
of Republican Sinn Fein - a 
small rival group which 
opposed the Irish peace 
agreement - met last week- 
end in New York to discuss 
new strategies. 

They formed a national 
Irish Freedom Committee, 
which will channel money to 
the families of political pris- 
oners not protected by the 
peace agreement. 

“We plan to buy a van to 
shuttle tbe families back and 
forth /ram prison,” said John 
McDonagh. one of the organ- 
isers. "We won't be tunnel- 
ing money to military activi- 
ties.” 

Republican SF activists 
are handing out leaflets at 
Mr Adams' appearances, ask- 
ing Americans not to give 
money to mainstream Sinn 
Fein. 

Tbe group also plans to 
organise its own fund- 
raisers, using teleconferenc- 
ing to access speakers, many 
of whom are currently 
denied visas to the US. 

"The trouble is that 
Americans are only bearing 
one side of the story, since 
the leaders against the 
accord are not allowed into 
the country," said Joe Dylan, 
a Boston-based activist. 

But even opponents of the 
peace accord admit that the 
general mood in the US is 
optimistic. 


Brussels backs resumption of region’s beef exports 


Michael Smith in Brussels 

Northern Ireland can start 
exporting beef from next 
Monday for the first time for 
more than two years, the 
European Commission 
decided yesterday. 

The decision is the biggest 
breakthrough the UK has 
achieved in its battle to over- 
turn the beef export ban 
imposed by the European 
Union in 1996 when scien- 
tists found a potential link 
between BSE or "mad cow 


disease” and nvCJD. a simi- 
lar ninesa affecting human 
beings. 

Although Northern Ireland 
exports will begin slowly, 
hopes are rising that thte EU 
will later this year approve a 
scheme that would allow 
export sales of beef from the 
UK mainland. 

The commission said yes- 
terday that it expected to 
bring forward a draft pro- 
posal in the next few weeks 
to allow exports of beef from 
animate born after August 


1996, which applies to most 
of the UK's beef herd. 

Although it is unlikely 
that EU nations will back 
the UK-wide scheme immedi- 
ately. commission officials 
believe approval in the 
autumn is possible. North- 
Ms Ireland has bees cleared 
earlier because it has a com- 
puterised monitoring system 
which Brussels says pro- 
vides sufficient safeguards. 

Some 97 per cent of North- 
ern Ireland beef herds have 
□ever had a case of the dis- 


ease. The commission said 
yesterday that exports will 
be restricted to products 
derived from animate which 
were bora, raised and had 
remained in certified herds 
during their entire life. 

In addition, the entire pro- 
duction chain from slaugh- 
tering, cutting and storing to 
final dispatch should take 
place in Northern Ireland in 
establishments reserved for 
the handling of eligible prod- 
ucts. So far only two meat 
plants have been approved. 


but others are expected to 
follow. The decision lays 
down a series of stipulations 
designed to ensure strict offi- 
cial controls, labelling and 
certification and the trace- 
ability of meat and meat 
products back to the herd of 

o rigin. 

In the year before the ban. 
Northern Ireland produced 
70,000 tonnes of beef. More 
than half of this was 
exported, earning the region 
£220m ($367. 4m) from coun- 
tries including France. 


Netherlands. Italy, Spain 
and South Africa. 

Winning back tbe markets 
may prove difficult. Other 
exporters have filled the 
gaps and tbe high value of 
the pound is an obstacle. 

The co mmissi on said satis- 
factory progress had been 
made in the UK to eradicate 
BSE. At the peak of the epi- 
demic. in 1992, 37,820 cases 
were confirmed but by last 
year this had fallen to 3.396. 
More than 3m cattle have 
been destroyed. 


The ‘big four’ pension fund 
managers battle for balance 


Recent events have 
focused attention on 
significant changes 
in the sector, Jane 
Martinson reports 

A fter a bad year for the 
four largest pension 
fund managers in the 
UK. the past few weeks have 
focused attention on changes 
in the industry and then- 
place in it 

The UK’s big four - Mer- 
cury Asset Management, 
Schraders. PDFM and Gart- 
more - have increased their 
market share significantly 
since 1990. largely by win- 
ning balanced fund man- 
dates. This method, the most 
common way of managing 
pension fund assets In the 
UK. gives one fund manager 
discretion to invest across a 
range of asset classes. 

Even the largest funds of 
several billion pounds typi- 
cally employ only a few 
managers. This has fed 
increased concentration in 
an industry where the “IBM 
syndrome" means the big- 
gest has appeared to be the 
best and safest bet. 

But several events this 
year suggest that the indus- 
try Is going through sporadic 
but fundamental change. 
The most recent was the 
decision by Unilever, the 
consumer group, to dismiss 
MAM. the UK's largest pen- 
sion fund manager, from a 
Elbn ($1.67bn) portfolio 
because of poor perfor- 
mance. 

The group awarded a third 
of its total £4bn fund to Bar- 
clays Global Investors, an 
index-tracking specialist, it 
was the first time Unilever 
had awarded money to a pas- 


sive manager since out- 
sourcing Us pension fund 
management 11 years ago. 

Unilever's decision fol- 
lowed that of Zeneca, the 
pharmaceuticals group, to 
reorganise its £2bn fund- TCie 
group reduced the amount 
managed by MAM, PDFM 
and Schraders in balanced 
mandates. It awarded some 
money to a passive manager 
but, significantly, also wants 
to appoint more specialist 
managers to run different 
asset classes. 

Roger Urwin, head of 
investment at Watson 
Wyatt, which advises most 
of tbe UK’s largest pension 
funds, believes the “Zeneca 
experiment” could be impor- 
tant for the industry. He has' 
been influential in c hanging 
the mood of the sector after 
publicising the consultancy's 
support for a mix of index 
tracking, balanced and spe- 
cialist management. Watson 
bad been closely associated 
with support for balanced 
management. 

Poor performance has 
highlighted the power of 
large managers. Ray Martin, 
head of pensions at Zeneca, 
said the reorganisation was 
partly prompted by a realisa- 
tion that overall perfor- 
mance had been saved by his 
team's own decisions on 
asset allocation. 

The two companies which 
have suffered the worst and 
longest performance prob- 
lems - PDFM and Gartmore 
- have been hit by a deci- 
sion to hold a large propor- 
tion of assets in cash. As 
asset allocation is a key com- 
ponent of balanced manage- 
ment, this failure has called 
the system into question. 

However, while perfor- 
mance has provided the 


Returns highest 
for five years 

UK pension funds made their 
highest average return far more 
than five years - 11 percent - 
In the first quarter of thte year. 
Jonathan Guthrie writes. This 
compared with a loss of just 
over 1 per cent In the last 
quarter of 1997. a ccorcBng to 
WM. the performance 
measurement company. WM 
waned yesterday that returns 
were unlikely to be as good in 
the remaining quarters of this 
y ear. They have so far been 
below 2 per cert In the current 
quarter. 


most headline-grabbing rea- 
son for recent change, gov- 
ernment action has been the 
most fundamental cause. 
The Pensions Act, only a 
year old, has made pension 
funds reassess the way their 
assets are managed. 

The minimum funding 
requirement, a central fea- 
ture of the Act, Insists that 
funds exactly match their 
assets with their liabilities, 
or the money needed to pay 
future pensioners. 

As the liabilities are based 
on the movement of key 
indices, tbe change has 
served to increase the attrac- 
tion of index funds for 
trustees. 

Nobody is suggesting that 
balanced management will 
not continue to play a large 
part. Supporters of the UK 
system point to the experi- 
ence of the US, where a 
dependence on specialisation 
has started to reverse, partly 
because of lack of effective- 
ness and the burden of extra 
administration. 


Steer your investment 
offshore with 

C&G Guernsey 30. 


New warning on inflation 


By Richard Adams and 
Christopher Brawn-Humes 

Inflation in the UK will 
continue to rise unless wage 
pressures and domestic con- 
sumption are kept under 
control. Mervyn King, chief 
economist at the Bank of 
England, the UK central 
bank, said yesterday- 
Mr King told a business 
conference that the 
short-term outlook for infla- 

t Ion was "extraordinarily 

benign” thanks to a combi- 
nation of thu strong pound 
and lower commodity prices. 
But he wanted that domesti- 
cally generated Inflation was 


significantly higher than 
official figures suggested. 

Mr King, who is abou t to 
become a deputy governor at 
the Bank, is a member of its 
monetary policy committee, 
which is required by tbe gov- 
ernment to set interest rates 
to keep annual retail price 
Inflation at 2.6 per cent, 
excluding mortgage costs. 

“As the one-off effects of 
the rise in sterling wear off 
over the course of the next 
year or so - as indeed they 
will unless sterling appreci- 
ates further - Inflation will 
start to rise above the target 
unless domestically gener- 
ated inflation declines - be 


said. There was "a risk” that 
domestic consumption 
remained strong, in spite of 
a weakening economy. 

Mr King is regarded as one 
of the more hawkish mem- 
bers of the MFC, regularly in 
a minority voting for tighter 
monetary policy. But Mr 
King said using labels like 
“hawks” or "doves” was seri- 
ously misleading: “Over a 
five-year period, since each 
member of the MPG is trying 
to hit the same inflation tar- 
get. I predict that it will be 
Impossible to distinguish 
between doves and hawks.” 
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PROFILE HENRY SCHACHT, LUCENT TECHN OLOGIE S 

A corporate 
seer extolling 
the merits of 
globalisation 


Tony Walker on the 

former chief executive 
who found there is 
life after running 
a big corporation 


Henry Schacht’s business 
r card describes bis new 
role at Lucent Technolo- 
gies. the high-flying manufac- 
turer of telecommunications 
equipment, as “senior adviser". 
Yet the title hardly does justice 
to his emergence as something of 
a corporate sage. 

Mr Schacht recently stepped 
down as chief executive and 
chairman of Lucent, but at 63 he 
has no intention of heading for 
the country club. Rather, he 
plans to devote his efforts to new 
projects for Lucent, directorships 
with top American companies 
and to charitable causes. 

He Is also much in demand tor 
his views on corporate responsi- 
bility. on the role of US compa- 
nies abroad and on appropriate 
behaviour for chief executive 
officers who are reaching the end 
of their tenure. Having stepped 
down twice as chief executive - 
from Cummins Engine In 1994 
and Lucent in 1997 - Mr 
Schacht can claim special 
experience. 

"Too many people get cold feet 
as retirement day approaches 
and stay a bit too long," he says. 
“They neglect to devote sufficient 
effort to managing the process of 
extrication." 

In the case of both C ummins 
and Lucent Mr Schacht banded 
the reins to chief operating offi- 
cers, or understudies, with whom 
he had worked closely. This pre- 
occupation with orderly transi- 
tion, a cleazing of the decks, per- 
haps owes something to his early 
experience in the US Navy where 
he served as an adviser in Viet- 
nam in the 1950s. 

But he also believes that there 
is life after running a big corpo- 


ration, including a company such 
as Lucent, which has grown 
strongly since it was spun-off in 
1996 by AT&T. Lucent, which is 

currently riding the internet 
wave, has seen its share price 
more thaw donble in the past 
year. 

If the company's spectacular 
performance tempted Mr Schacht 
to keep a grasp on the reins, he 
quickly put the idea aside, he 
explains, because by the end of 
the second year he had achieved 
his objectives: he had launched 
the company and put in place 
the strategy and personnel to 
enable it to expand its 
operations. 

But as a director of Lucent and 
senior adviser for new projects, 
he remains closely In touch. On 
the day of our interview, con- 
ducted in Lucent's New York 
offices with their panoramic 
views towards New Jersey where 
the company's manufacturing 
facilities are located. Mr Schacht 
was monitoring the effect on the 
share price of the acquisition of a 
smaller telecommunications 
equipment mannfa r t t mi rr 

Too many people 
get cold feet as 
retirement day 
approaches and stay 
a bit too long’ 


He is also responsible for help- 
ing to form a venture capital 
company, following, one sus- 
pects, the General Electric model, 
to look specifically far opportuni- 
ties in Russia and India. Lucent 
is already involved in China 
where it has some half dozen 
ventures under way. 

Mr Schacht, who as chief exec- 
utive far more than 20 years at 
Cummins pushed the manufac- 



Schadit master of the ontorty tr a n si t i on 


turer of diesel engines into sev- 
eral China ventures, is a great 
believer in globalisation. 

“You are not going to be able 
to live in a world where the stan- 
dard of living in one part is so 
different from the standard of liv- 
ing in another part, especially 
now that people are so aware of 
what everybody is able to do," he 
says. 

“The real issue is: can we use 
this great mass of talent that 
we've put together to lift the 
standard of those less well-off 
without destroying our own stan- 
dard of living?” 

Mr Schacht, in this respect, 
might be regarded as the anti- 
thesis in US corporate culture of 
Al Dunlap, the chairman of Sun- 
beam, the domestic appliances 
company, whose "slash and 
bum” management methods 
have brought him notoriety. Mr 
Schacht and Mr D unl ap often 
find themselves on opposing 
sMbs in discussion about corpo- 
rate responsibility. 

Mr Schacht, who in addition to 
his position at Lucent holds 
directorships of Chase Manhat- 
tan, J ohns on & Johnson, Alcoa 
and C ummin* , also has fins 


TECHNOLOGY WORTH WATCHING 


views about the role of directors 
and their relations with the com- 
panies on whose boards they 
serve. 

In his years as a chiof execu- 
tive he looked for directors who 
had the requisite experience and 
wisdom and also the “time and 
energy" to devote to the task. But 
experience also dictated that he 
find people who were relatively 
busy, rather than those with time 
on their hanHc 

“It's the age-old adage." he 
says. “Ask a busy person if you 
want to get something dona" 

In his “second retirement" Mr 
Schacht could not be said to be 
spending bis timg idly, in addi- 
tion to his corporate respon- 
sibilities, he is chairman of tha 
board of trustees of the Ford 
Foundation, a prominent member 
of The Business Council, a mem- 
ber of the Council on Foreign 
Relations and a trustee of the 1 
Metropolitan Museum, among ( 
other positions. 

As to the possibility of him 
accepting another chief executive 
position, he says: “It is unlikely 
the opportunity will arise again, 
but I would never say never 
about any thing .” 


Research into stress 
may shed light on 
Gulf war syndrome 

Research Into the tong-term effects 
of acute stress may shed light on 
Gulf war syndrome which has 
symptoms ranging from depression 
to Joint pain. 

Some befieve the syndrome is 
stress related white others argue it 
Is caused by exposure to toxic 
chemicals. Including 
acetylcholinesterase (ACh£) 
inhto to re used to protect Gulf war 
soldiers against nerve gas. 

But both views may have more 
tn common than Is supposed, 
according to a report in Nature, the 
international science journal. 

Researchers at toe Hebrew 
University of Jerusalem have 
discovered that stress and AChE 
inhibitors affect the same 
biochemical pathway, leading to 
the same, potentially damaging, 
long-term neurological changes. 
This raises the possfoBity that the 
combined effect of AChE tehtbitors 
and stress may be partlcutarty 
damaging. The research also 
provides an insight teto why 
attem p ts to use AChE inhibitors to 
treat Alzheimer's disease may have 
been disappointing. 

Hebrew University of Jerusalem: 
ferae/, tel 97226585109; fax 
97226520259. 

Environmentally 
friendly fungicides 

Research by the Scottish 
Agricultural Goliege may lead to an 
environmentally friendly alternative 
to fimgtcides. 

The work centres on 
“film-forming polymers” which form 
a barrier on the surface of the leaf. 
They are used ki agriculture and 
horticutture to reduce water loss 
from plants and Improve the 
effectiveness of agrochemicals. 
These polymers were thought to 
be biologically inactive. However, 
SAC scientists found that certain of 
toe polymers ware effective against 
fungal diseases. 

SAC- UK. tel 131 5354185; fax 131 
5354334. 

Myriad ways to 
chemical synthesis 

High-throughput screening (HTS) 
has done wonders for the 
productivity of pharmaceutical 


research. The latest HTS systems 
can test 100,000 chemical 
compounds a day for signs of .. 
biological activity against a chosen 
target such as an enzyme, writes 
dm Cookscn. 

But their voracious appetite for 
drug candidates to test is,'' . 
exhausting “chemical libraries*, and 
putting pressure on chemists to 
synthesise new compounds. 

An average chemist, working .. 
manuafly, can create 30-100 
compounds a. year. So dreg 
companies are Investing in 
automated synthesis systems that . 
can increase chamjsts’ productivity 
more than 1.000-fold, by using - 
robotics to mix. react, purity and 
analyse compounds. 

The first model of the latest 
system, catted Myriad, has been 
installed at the European research 
headquarters of SrmthKHne 
Beecham In Harlow, UK. Myriad 
was developed by The Technology 
Partnership, a research company 
near Cambridge, England, for 
seven pharmaceutical groups: SB 
and Chlroecience of the UK, Merck 
and Pfizer of the US. Novartis of 
Switzerland, BASF of Germany and 
Takeda off Japan. 

Automated synthesis has 
concentrated on ccxnbkiatorial 
chemistry, a technique In which a 
range of sknflar chemical building 
blocks are made to react In alt 
possible combinations. 

Combi n at o ria l chemistry can 
produce libraries of new 
compounds but is restricted in the 





Testing, t e st i n g: Richard Gray of TTP 
(left) and Brian Warrington of SB 

types of chemical reaction and 
building block that it can handle. 

Myriad is more powerful and 
versatile than combinatorial 
chemistry, says Richard Gray who 
headed the Technology ... 
P ar tner s hip's development team. 

Automating chemical synthesis 
will remove one bottleneck in the 
drug discovery process. But 
speeding up the later stages of 
pharmaceutical development, in 


which drug candidates are tested, 
on patients, win be a more difficult 
challenge. 

J7ta Technology Partnershp, UK- 
1763262626 

Wired up to beat 
food poisoning 

A thin metal wire that changes 
shape at different temperatures is 
set to become a weapon In the 
fight 'against food poisoning. 

Researchers at Sandla National 
Laboratories in AJbuquenjue have 

used toe wire, made of nickel and 

titanium. In a thaw indicator for 
food .packaging. The Indicator 
changes colour when its 
temperature rises above 0 * 0 . the 
paint where bacteria multiplies. 

When the temperature rises and 
the wire changes shape. Its 
movement tears a piece of 
coloured paper to reveal a different 
colour below. Even if the 
temperature cools again, the 
warning colour remains visible. 

The sensor warns retailers and 
consumers about food damaged in 
transit and frozen food that has 
been thawed and refrozen. 

Sandra National Laboratories: US, 
tal 5058457078; e-mail 
nsteger9sande.gov 

Walking crane to 
help at coal mines 

A team of Australian scientists are 
developing a computerised walking 
crane, or “dragftee", that is 
expected to be toe largest 
Industrial robot in the world. 

The 75m tall robot is designed to 
carry 150 tonnes of blasted rock 
from open-cut coal mines and 
deliver it to the spoil pile. 

It is designed to automate the 
most repetitive parts of the 
operation and Is expected to 
reduce the strain on the operator 
and the equipment. Researchers 
hope that the robot will increase 
the productivity of the dragline by 
about 4 per cent, which would 
save the typical Australian coal 
mine A$3m (US$1.9) a year. 

The robot is being developed by 
the Co-operative Research Centre 
for Mining Technology and 
Equipment and CSIRO 
Manufacturing Science and 
Technology. 

CSIRO: Australia, tel 0732124501; 
jmrQbrtj.dmLcsbo.au 

Vanessa HouMer 
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CINEMA 

A real 
heiress 
in fancy 
dress 


Martin Hoyle finds Henry James is given 
the full monty treatment in a less than 
satisfying new interpretation 


Things may not tall apart in 
this week's releases but they 
certainly do not quite gel: 
plenty of promise, lack of 
fulfilment. Washington 
Square, for instance, is taken 
from the Henry James 
novella, well-cast with both 
young lions and established 
stars, and meticulous in 
period evocation. But the 
result is a fancy-dress 
parade, literate, intelligent 
and uninvolving. 

To period feeling, director 
Agnieszka Holland (The 
Secret Garden. Total Eclipse) 
adds literary authenticity. 
Sbe ignores The Heiress, the 
postwar stage and film adap- 
tation of tbe same story. The 
tale depicts town mouse 
Catherine, plain and socially 
graceless, despised by her 
father, who turns the tables 
on the fortune-hunter who 
jilted her. 

The Heiress had two crack- 
ing theatrical moments: 
when Catherine realises her 
intended eloper has aban- 
doned her, and the final cur- 
tain when, an older (and 
richer) woman, she rejects 
the returned suitor with cold 
satisfaction. The new film 
ends with Catherine r unning 
a day school for picturesque 
moppets and sending away 
her old suitor with a ilea in 
his ear. 

Tbe film begins with the 
camera giddyingly whirling 
around a household in tur- 
moil as Catherine's beautiful 
mother dies in childbirth. It 
ends with Catherine at the 
piano con amore and con 
moppets. In between, it sac- 
rifices some pretty chilling 
stage dialogue in favour of 
James's original- Heiress-fan- 
ciers remember her ageing 
father's reproach to the now 
hardened spinster, that she 
has become cruel. “1 was 


taught by masters,'* is her 
cold reply: every actress 
worth her salt brings a 
prickle to the back of the 
audience's collective neck 
with that proud and bitter 
admission. Here we get the 
full Jamesian Ucmty in dia- 
logue which carries far less 
impact 

Jennifer Jason Leigh's 
Catherine improves with 
self-knowledge, steeling both 
backbone and sense of pur- 
pose. Initially her tics, 
twitches and stumbles sug- 
gest the mentally retarded 
rather than the p ainfully 
insecure. She looks right, 
those demure corkscrew 
curls offsetting a firm Victo- 
rian jawline. Ben Chaplin's 
coarse-featured sensuality is 
edit pre -millennium, his fall 
from grace expressed by five 
o'clock shadow (rather than 
the book’s ageing process); 
and he expresses intensity 
by bawling. 

Maggie Smi th la the med- 
dlesome aunt, a scrawny old 
Fowl fluttering her single 
chick into the jaws of the 
fox. Albert Finney (the origi- 
nal was Richardson) as Cath- 
erine's contemptuous father 
dithers between brutality 
and rueful tenderness. He 
looks like Donald Wolfit and 
sounds occasionally like 
W.C. Fields. Not a successful 
compromise. 

* 

Alan Rudolph, a product of 
the Robert Altman stable, 
can coax brilliant perfor- 
mances from actresses; 
which, makes Afterglow all 
the more p ulling . Briefly, it 
has the making s erf a Fey- 
deau farce or, in the black- 
ness which underlies the 
characters' cross-purposes, a 
dark Ayckbourn exploration 
of sexual non-communica- 
tion. 



*1 was taught by masters 1 : Jennifer Jason Leigh and Atoert Finney in ‘Washington Square 1 


Frigidly self-absorbed, 
young high-flier Jeffrey is 
married to broody child-crav- 
ing Marianne. Burly 
‘‘Lucky” Mann is an odd-job 
Mr Fixit who satisfies his 
female clients with more 
than his spanner and 
plunger (the film indulges in 
the visual equivalent of 
many such single entendres). 
His unhappy ex-actress wife 
Phyllis pines for their van- 
ished runaway daughter. 
Outraged spouses on the 
trail of their partners' latest 
infidelity are attracted to 
one another, neither realis- 
ing the other's identity. 

This gentle probing of 
pain, of fear of rejection and 
therefore commitment goes 
off the rails with a final far- 
deal brawl between the two 
husbands. Lara Flynn Boyle 
as yuppie wife is lost 
between kookie humour 
CTll take it I'm ovulating,'’ 
is how she decides to buy a 
flimsy garment for disha- 
bille) and lonely pathos. 
Julie Christie is Phyllis: age- 
less, beautiful, mellow, but 
acting in a world of her own. 
Carry out the add test shut 
your eyes as you listen, and 
the lines come over as per- 


functory, off-hand, mechani- 
cal. That casual. 1960s laid- 
back persona will not be 

qVinlrori off. 

Nick Nolte’s Lucky, a 
craggy, open sensualist, is 


WASHINGTON SQUARE 

Agnieszka Holland 


AFTERGLOW 

Alan Rudolph 


DARK CITY 

Alex Proyas 


THE GENERAL 

John Boorman 


7HE JAMES GANG 

Mike Barker 


spot-on. Jonny Lee Miller 
from Trainspotting is surely 
the next British superstar. In 
an accent not just North 
American but perfect Cana- 
dian, he expresses the pain 
of self-aware emotional arid- 
ity, eyes peering out of the 
icy carapace like an appeal 
for help. He could - doubt- 
less will - play lago and 


walk away with the sympa- 
thy vote. 

* 

If Rudolph, for all his visual 
stylishness, wastes the Mon- 
treal setting with Its blend of 
sleek Americano ess and 
old-world Europe, writer-di- 
rector Alex Proyas goes to 
town with his perpetual 
urban nocturne, a vast series 
of studio sets evoking a city 
of dreadful night, in Dark 
City. Comic strip fantasy is 
garnished with references to 
Metropolis and Nasferatu in 
this story of an alien race 
dwelling beneath the city 
that plays with people's 
memories and identities, 
even chan g in g the landscape 
every 24 hours. 

Best viewed as superior 
hokum, the movie is a rat- 
tling good yarn that casts its 
own disturbing spell as 
Rufus Sewell’s amnesiac 
fugitive from a murder 
charge belts down those 
mea n streets after the truth. 
William Hurt's sympathetic 
cop has a disturbing look of 
the young Norman Tebbitt 
Ian Richardson's chief alien 
an even more disturbing 
look of the old Norman Teb- 
bitt. The effects are sumptu- 


ous tbe whole thing bas the 
enjoyableness of a night- 
mare from which you have 
gratefully awoken. 

The General won John 
Boorman the Director's Prize 
at Cannes. In brilliant black 
and white, it recounts the 
career of Martin Cahill, a 
Dublin criminal whose polit- 
ically wished plague on both 
their houses (or rather, a 
strict adherence to free mar- 
ket principles) led to his 
murder by the IRA in 1994. 
For all Boorman's story-tell- 
ing brilliance, there is some- 
thing oddly flat in a film 
whose hero is devoid of self- 
doubts or questioning, who 
never changes or develops. 

After nailing a gang-mem- 
ber to a pool table for alleged 
disloyally, be concedes that 
the victim may be straight 
after all. They all bond like 
mad after this. There is no 
real feeling that armed hold- 
ups used real weapons: that 
breaking into a woman wit- 
ness's bedroom at dead of 
night to put the fear of death 
into her is actually a death 
threat. There is a moral 
blankness here that leaves 
one finally indifferent, to 
Brendan Gleason in the title- 


role, even to Jon Voight, the 
imported star name, bring- 
ing a brooding presence and 
good Irish accent to an 
underwritten role. 

The same ambivalence 
undermines The James 
Gang. This first feature from 
Mike Barker (ex-BBC TV) 
makes one look forward to 
the next, with a better 
script. Scots mum Bernar- 
dette (the excellent Helen 
McCrory) and her brood of 
infants take to crime like a 
junior-league Bonnie and 
Clyde plus a dash of Thelma 
and Louise. 

Their intended lovableness 
is underlined by another 
grudgingly admiringly cop, 
the third this week, played 
by Toni Collette (Muriels 
Wedding ). looking and 
sounding out of place. The 
debt-collector’s arson that 
drives the family from their 
flaming home is the sort that 
kills in real life. 

And a film that wants us 
to take these waifs and 
bairns seriously should it- 
self take their cheery induc- 
tion into armed theft more 
seriously. The tacked-on 
happy ending is grotesquely 
unworthy. 


MUSIC GYORGY LIGETI/MARKUS STENZ FAREWELL 


Birthday bash finds wild expression 


The South Bauk series 
“Clocks and Clouds”, a 
devoted survey of Gy Orgy 
Ligeti's music, has bright- 
ened many an evening since 
it began two Decembers ago. 
Last week It wound up with 
two Philharmunia concerts 
under Esa-Pekka Salonen 
and a recital by the Arditti 
Quartet, just in time for Lig- 
eti’s 75th birthday today. 

Tbe Arditti were superb, 
as expected, in Ligeti's two 
quartets - though the earlier 
one (composed while he was 
still in Hungary, where none 
of his serious music got per- 
formances) has not worn 

well. Yes, it still sounds like 
Ligeti (and almost as much 


like Bartbk); but now it 
seems a sedulous compen- 
dium of all the early-lB50s 
avant-garde hoops that a 
scrap of Bartokian material 
could be put through. 

Tbe radically ingenious 
Second Quartet (1988) is 
proper, mature Ligeti, 
expressive without recourse 
to any “expressive’’ routine. 
In his crackling piano con- 
certo of 20 years later, 
Roland Pdntinen was bright- 
fingered and tireless, Salo- 
nen sharp and precise: an 
ideal performance of this 
athletically witty piece. 

Tbe next night, Emmanuel 
Pahud and Heinz Holliger 
did as much for the wildly 


original flute-and-oboe Dou- 
ble Concerto from 1972. 
From Ligeti’s opera Le 
Grand Macabre, Sibylle 
Ehlert repeated the Police 
Chiefs mad coloratura-to- 
bass oration to startling and 
wonderful effect, and was 
cheered to the roof. 

Ligeti probably got most of 
the rehearsal-time - or else 
Salonen doesn’t know 
Debussy very well yet; or 
possibly both. He was loud 
and efficient, with an almost 
parade-ground beat in La 
Mer. Sometimes even the 
main tunes were submerged 
beneath the raucous surface, 
and it is hard to do much 
with nuances if the orches- 


tra rarely sinks below mezzo- 
forte. The previous night, 
some of his., under-tempo 
Ib&ria had been a little 
softer, but it drooped with 
languid rubati (for all the 
noise he whipped up at the 
end) - and yet he left any 
number of - semi-precious 
stones in the score unturned, 
under-lit unnoticed. 

Same with. Ravel’s shim- 
mering orchestra for his 
Sheh&razade songs: Monica 
Group's lovely, liquid mezzo 
had to be paced carefully 
through all Salonen’s 
droops. Can he possibly ' 
think that to be “period 
style"? In not one of. those ~- 
enchanting soDgs were we 


allowed to appreciate the 
delicate, unyielding line that 
runs through each. Stravin- 
sky, however, is meat and 
drink to Salonen, and he 
made a lusty meal of 
Petrushka. 

■* 

The night before the Ligeti 
began. Markus Stenz con- 
ducted his official farewell 
concert with the London Sin- 
fonietta. His four-year tenure 
as principal conductor has 
been consistently rewarding. 
But we shan't miss him 
gravely: despite his new post 
at the Melbourne Symphony, 
he is expected to return 
often. 

The programme was his 


personal choice. A lovely 
performance of Oliver Knus- 
sen’s Songs Without Voices 
preceded three works with 
voices, by Mark-Antbony 
Turn age. Wolfgang Rihm 
and the Euro- Australian 
Brett Dean. Rihm is an abra- 
sive known quantity, like 
him or leave him, and Rose- 
mary Hardy sang' his 
A bsch ie dsstucke with great 
art. 

Dean's new Carlo, for 
strings, electronic sampler 
and a taped chorus, is a dra- 
matic fantasy on the 16th- 
century composer Gesual- 
do's dismaying life. 
(Between madrigals he mur- 
dered his wife and her lover, 


but was Prince enough - of 
Venosa. a small place - to 
get away with it.) Carlo 
struck me as sober, honest 
music-spinning for essen- 
tially theatrical ends: musi- 
cally it was nothing special 
Since Turn age's Twice 
Through the Heart had its 
Aldebucgh. premiere two- 
yearS ago, it' is- swiftly going i 
everywhere.' Three leading 
mezzos here have already 
taken on Its dramatic solo 
role, a woman whose hus- 
band has driven her to mur- 
der.' Stenz had a fourth, 
Sarah ConnoDy. fresh from 
her triumphant “hero" in 
Handel’s Xerxes at the ENO. 

It was bracing to hear her so 
true and easy in Tumage's 
more jagged vocal lines, so 
heartfelt and artfully plain. 
Stenz is good at that. too. 

David Murray 


Without 
the fire 

THEATRE 

lANSHUTTLEWORTH 

Two plays by Federico Garcia 
Lorca 

Battersea Arts Centra, London 

Now that Battersea Arts 
Centre’s future is financially 
assured, artistic director 
Tom Morris has programmed 
its three spaces thematically. 
While Studio One hosts sea- 
sons curated by the Red 
Room theatre, and Studio 
Two (most controversially) 
opts for "radio-theatre’’ in a 
Playing In Tbe Dark strand, 
business continues as usual 
in the centre's main house. 
In this case, “as usual" 
means Absolute Theatre's 
competent but unexceptional 
productions of two plays by 
Lorca narrating tbe love of 
older men for younger, 
inconstant women. 

The Shoemaker's Wonder- 
ful Wife (La zapatera prodi- 
giosa), given what is appar- 
ently its British professional 
premiere, takes up tbe bulk 
of the evening (sadly and 
disconcertingly protracted 
on the press night by an 
interruption when a member 
of the audience fell seriously 
ill). With Jessica Worrall’s 
trompe-Toeil set and colour- 
coded characters, and 
Andrew Pratt directing the 
phalanx of outraged neigh- 
bours in a kind of clockwork 
flamenco, the visual and 
theatrical tone is suitably 
Lorcista : related to small- 
town Spanish life, but artifi- 
cially heightened and a little 
mechanised. 

Simon Wright and Sarah 
Jane Field wrangle and rec- 
oncile as the shoemaker and 
his teenage wife, as he flees 
her irksomeness and she 
subsequently discovers an 
undreamt-of depth of fidelity 
to his memory. Songs and 
chants punctuate the action, 
giving greater vent to the 
ever-present poetry even of 
Lorca's dramatic writing; 
accompaniment is supplied 
by a brace of musicians on 
guitars, pipe and - most 
wondrously - a cymbal 
played with a bow to pro- 
duce a noise like shards of a 
satellite frilling to earth. 

A prologue spoken from 
beneath “the author's hat" 
(we know this because it 
says so on the chapeau in 
question) is heard without 
any of the laughs perhaps 
intended; a puppet-play 
towards the end effectively 
dramatises the couple's 
estrangement for them to 
see. 

This is followed by the 
play rendered here as How 
Don Perlimplin Adored 
Belisa and in his garden 
tried to please her, which 
also inhabits the familiar 
territory of domestic tension, 
betrayal and ultimate sacri- 
fice. Wright and Field return 
as the second mismatched 
couple, and Pratt directs 
even more mechanistically: 
actors move, to the sound of 
the bowed cymbal, from tab- 
leau to tableau to deliver 
their lines, never admitting 
the slightest natural move- 
ment 

John Edmunds' transla- 
tions occasionally fall limp - 
Belisa ’s response to Perlim- 
plin ’s death is, “1 had no 
idea he was such a compli- 
cated man". The productions 
are perfectly serviceable, but 
ultimately tail to glow with 
the green fire of the drama- 
tist's poetical visions. 
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AMSTERDAM 


OPERA 

Netherlands Opera, Het 
Muaektheater 
Tab 31-20-551 8911 
Siegfried; by Wagner. New 
production conducted by Hartmut 
Haenchen in a staging by Piano 
Audi; Jun 1 

Baltimore 

EXHIBITION 
Waiters Art GaHery 
Tel: 1-410-547 9000 
Monet: Paintings of Givemy from 
the Musee Marmottan. 22 paintings 
of the artist's garden, shown 
alongside photomurals and works 
from the Walters' collection; to 
May 3l 

BARCELONA 
EXHIBITION 
Museu Picasso 
Tet 34-3-379 6370 
Egon Schiete: The Leopold 
Collection. 152 paintings and 
drawings from the period ■ 
7905-1918, on loan from the 
world's largest private collection of 


Schiele's work; to May 31 


BERLIN 

CONCERTS 
Konzerffiaus 
Tat. 49-30-203090 
Rundfunk-SinfoM Berlin: 

conducted by Alan Gilbert in works 
by Karmon, Mozart and Copland, 
with clarinet soloist Sharon (Cam; 
Jun 3 

PhUharmonie 

Tel: 49-30-2548 8354 
Berlin PHharmonic Orchestra: 
conducted by Bernard Haitink in 
works by Schubert and 
Shostakovich. With soloist Matthias 
Goeme; May 29, 30, 31 

CHICAGO 

CONCERTS 
Orchestra HaU 
Tel: 1-312-294-3000 

www.chicagosymphony.arg 
m Chicago Symphony Orchestra: 
conducted tv Dan® 1 Barenboim in 
a concert performance of Fidelia 
With the Chicago Symphony 
Chorus: May 28. 31 
• Chicago Symphony Orchestra: 
conducted by Dan Id Barenboim in 
Beethoven's Symphonies Nos. 6 
end 7: May 29. 30 

EXHIBITION 

Museum off Contemporary Art 

Tel: 7-372-280 2680 
Cindy Sherman: retrospective 
tracing the New York-based artist's 
development from the 1970s to the 
present Consisting of 156 works. 
Sis show presents ^otor«frmi 
each of her major J"f hJd,n9 
Untitled Film Stills (1977-80), 


Centrefolds (1981) and Fairy Tales 
(1985); to May 31, then touring 

FLORENCE 

OPERA 

Maggio Musicals Florentine 
Tel: 39-55-211158 
wwwjnaggfoflorentino.com 

• Le Comte Ory: by Rossini New 
production conducted by Roberto 
Abbado in a staging by Lorenzo 
Marian); ETI-Teatro della Pergola; 
May 28. 30 ■ 

• Wozzedc by Berg. New 
production by William Fried kin. 
conducted by Zubin Mehta; Teatro 
Comunale; May 29; Jun 1, 3 

GLASGOW 

OPERA 

Scottish Opera, Theatre Royal 
Tel: 44-141-332 9000 
The Queen of Spades: by 
Tchaikovsky. Conducted by 
Richard Armstrong in a staging by 
Yannis Kokkos; May 28; Jun 3 

GLYNDEBOURNE 

OPERA 

Cttyndeboum Festival Opera 

Tel: 44-1273-815 000 

• Cod Fan Tutte: by Mozart. New 
production by Graham Vick, 
conducted by Andrew Davis. Cast 

includes Alan Opie and Barbara 
Frittofi. With the London 
Philharmonic Orchestra; May 30; 
Jun 1 . 

• Katya Kabanova: by Jan&Cefc- 
Revfvsd of Nikolaus LshnhofFs 
production, conducted by Yakov 
Kreizberg, with designs by Tobias 
HoheteeL Cast includes Amanda 
RoocrofL With the London 


PhHharmonlc Orchestra; May 29, 
31; Jun 3 

HELSINKI 

OPERA 

Finnish National Opera 
Tet 358-9-4030 221 1 
• Siegfried: by Wagner. 
'Conductor Leif Segerstajn, director 
Gfitz Friedrich, and designer 
Gottfried Pilz continue their - - 
. collaboration on the Ring wtth this 
. new production. The title rote is 
sung by Stig Andersen; May 29; 
Jun 2 

. •- The Magic Flute: by Mozart 
New production by Swedish 
director Etienne Glaser, designed 
by Peter Ttffberg; May 28 

LONDON 

CONCERTS 
B ar bi can Hafl 
fTefr .44-1 71-838 '8891 
;.Londcn Symphony Orch es t r a : 
‘Andre Previp conducts a 
programme bf works by Copland. 

• Previn and Schumann; 

-May 31 ~ 

Royal Festival Hafl 
Tel: 44-171-960 4242 
Vienna Philharmonic Orchestra: 
conducted by Riccardo Muti in 
works by Brahms and Stravinsky; 
May 28 

EXHIBITION 
National Gatiery 
Teh 44-171-839 3321 
Henry Moore and the National 
Gallery: this celebration of the 
centenary of Moore’s birth consists 
In a selection of his favourites 
among the Gallery's holdings-, to 


May 31 

MUNICH 

CONCERTS 
Ph g ham w nfe Gasterg 
Teb 49-89-5481 8181 
London Classical Players: 
conducted by Roger Norrington in 
works by Haydn and MozarL With 
violin soloist Thomas Zehetmair 
and viola soloist Ruth Killlus; 

May 28 

NEW YORK 

CONCERTS 
Lincoln Center 
Tel: 1-212-721 6500 
WwwJfricaincenter.org .. 

New York PhUharmonie: world 
premiers of Del Tredid's The . 
Spider and the Fly, for Vocalists 
and Orchestra, conducted by Kurt 
Masur. The progr a mme is 
. completed by works by Copland. 
Vivaldi, Weber and Ravel; 

May 28, 30 

EXHIBITIONS 
Guggenheim Museum 

Tel: 1-212-423 3500 
www.guggenhetiri.org 
China - 5,000 Years: major 
exhibition of traditional Chinese-art. 
Highlights include Neolithic jades. 
Shang and Zhou bronzes, tomb 
ceramics, and a collection of 
Buddhist stone sculptures; to Jun 
3. then transferring to Bibao 

Metropolitan Museum of Art 

Tel: 1-212-879 5500 
www.tnetnwseum.org 
Paul Strand, Circa 191 6; 
compris i ng 50 rare prints tracing 
the photographer's transition from 


a soft-focus style to a bold, 
American modernism; to 
May 31 

PARIS 

CONCERTS 

Sane Pleyei 

Tel: 33-1-4561 6589 

Orchestra de Paris: conducted by 

Sytvain Cambrefing in works by 

Boulez and Messiaen. With 

soprano Fransorse PoHet; Jun 3 

Theatre des Champs Elysdes 
Teh 33-1-49525050 
Orchestra National de France: 

• conducted by Yuri Temirkanov in 
works by Rimski-Korsakov, 
Rachmaninov and Elgar. With 
piano soloist Yefim Bronfman; 

May 28 

EXHIBITION ■ 

Mus£e cfOrsay 
Tel: 33-1-4049,4814 
www.Musee-Ofsay.fr 
Exhibition examining the 
relationship of artists to the 
revolutionary movement of 1848, 
.-and the mfluehce.-of the Republic 
upon artistic life' between 1848 and 
1952; to May 31 

PRAGUE 

CONCERTS 
Dvorak Hafl 

Midori; recital by the violinist of 
works by Beethoven, Brahms, 
Szymanowski and Saint-Saens. 
With pianist Robert McDonald; 

May 28 

Smetana Hafl 

Kathleen Battle: recital by the 
soprano of works by Handel, Wolf, 


Faura, Rossini and Turina. 
Accompanied by pianist Roger 
Vlgnoies; May 28 

TOKYO 

CONCERTS 
Suntory Hafl 
Tel: 81-3-3584 9999 

• Tokyo City Philharmonic: 
conducted by Taijiro llmori in 
works by Schumann and Bruckner; 
May 28 

• Tokyo Metropolitan Symphony 
Orchestra: conducted by Naohira 
Tcrtsuka in works by Beethoven. 
With piano soloist Hiroko 
Nakamura; May 30 

TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 

Monday to Friday, GMT: 

06J30: Moneyline with Lou Dobbs 
13^0: Business Asia 
19.30: World Business Today 
22JOO: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 0820; 09:20; 
1020; 11:20; 11:32; 1220; 13:20; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from L1FFE as the 
London market opens. 
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SAMUEL BRITTAN 


ECONOMIC VIEWPOINT 


Hot air expelled 


Much of what passes for wisdom in public utterances about 
subjects like globalisation is verbiage - or worse 


It must have occurred to 
many readers that much of 
what is said about the threat 
to jobs from globalisation Is 
really hot air. After all, 
much of it emanates from 
the US - a country that has 
been more successful in 
maintaining hi gh 
employment levels than 
most others. 

The well-known American 
economist. Paul Krugman 
believes that it is not merely 
hot air but downright wrong. 
My own favourite term for 
such utterances is 
lumpeneconomics - a third 
rate substitute for the 
genuine article, preached by 
politicians and diplomats 
and business statesmen. 

Many economists try to 
interpret the statements of 
such people in a charitable 
way. looking for nuggets of 
sense in what they say. Paul 
Krugman however has 
steadfastly refused to do 
this. In a new book af short 
reprinted articles* 1 he 
demolishes many of the 
vulgar fallacies that pass for 
wisdom in speeches and 
weighty tomes. 

He starts off In fine style 
against the “lump of labour 
fallacy" - the view that 
there Is only a certain 
□umber of jobs. It is 
impassible to go to any 
meeting - for Instance on 
the UK government's 
welfare-to-work programme 
- without someone seeking 
to bog down the discussion 
with the age-old query 
“Where will the new jobs 
come from?" Yet the whole 
idea that capitalism suffers 
from being too productive - 
which you can hear in any 
bar room discussion - 
suffers from a simple failure 
to think matters through. 

Suppose the output of each 
hot dog maker were to 
double. Would there be a 
large increase in 
unemployment? Of course 
not. Not even if production 


not only of hot dogs, but of 
everything else were also to 
double. Total income would 
double, too. so why should 
not consumption double? 

There are such things as 
slumps, but thee have little 
to do with technology or 
globalisation and can 
usually be cured by issuing 
more money - “full stop, mid 
of story". To arrive at these 
conclusions you do not need 
to collect thousands of facts 
to impress people by your 
erudition. The main 
requirement is a simple 
thought experiment - 
although the results of that 
experiment are confirmed by 
the history of the world. 

Perhaps Krugman is 
needlessly provocative when 
be says that the level of 
unemployment in the US 
over the next few years will 
be whatever Alan 
Greenspan, the US Fed 
chairman, wants it to be. 

One can see the value of this 
assertion in knocking down 
pseudo-profundities. But as 
Krugman himself explains in 
other places. Greenspan's 
ability to reduce 
unemployment is ultimately 


limited by the need to avoid 
an accelerating inflation, 

which no one believes would 
be good for jobs. 

Krugman applies his 
underlying thinking to 
French unemployment, stiH 
more than 12 per cent. A 
French employer must pay 
workers well and supply 
generous benefits. As a 
result there Is nice work if 
you can get it This amounts 
to saying that people have 
been priced out of jobs. 

In addition, an over-strict 
monetary and fiscal policy 
designed to meet the 
Maastricht conditions 
accounts, in Krugman’s 
view, for 2 or 3 percentage 
points of the unemployment 
rate. But instead of tackling 
either element directly, even 
Philippe Seguin, the 
conservative leader, wants 
to increase jobs by banning 
self-service pumps at petrol 
stations. 

Krugman will undoubtedly 
annoy some non-stupid 
readers by preferring a 
moderate non-runaway 
inflation of, say, 3 per cent 
to “stable prices". Recent 
evidence is on his side. But 
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COMMENT & ANALYSIS 


he seems to favour a modest 
permanent degree of 
inflation on the grounds that 
it then becomes easier to 
make reductions in pay 
brought about by market 
conditions without anyone 
having to take a nominal 
pay cut. My own thought 
experiment suggests that the 
rigidity of nominal wage 
rates reflects half a century 
of inflation of varying 
degrees. If we had genuine 
long-term price stability - 
that is. a world in which 
yeadyprices were as likely 
to fall as to rise - - labour 
market behaviour would 
eventually change too. 

The worst chapter in the 
book, “The Tequila Effect", 
is in praise of President Bill 
Clinton’s rescue operation of 
Mexico after the 1994 
currency crisis. But such 
weaknesses aremore than 
redeemed when Krugman 
hits on the head some of the 
shibboleths of contemporary 
discussion. 

For instance, he dismisses 
the “information economy" 
dominated by information 
technology. The bntions of 
families in the developing 
world that are beginning to 
have some purchasing power 
do not want pretty graphics 
on the internet but bouses, 
cars and meat. He predicts 
that payoffs to highar 
education will erode as 
academic credentials will 
have less and less monetary 
value. Jobs SUCh as nursing, 
carpentry or household 
maintenance will pay more 
than people can expect to { 
earn with a PhD. 

Inevitably', however, the 1 
greatest Immediate interest 
will be found in Krugman ’s 
chapter “What is Wrong 
with Japan?" The immediate 
problem is not too little 
supply bat too little demand. 
Answer “PRINT LOTS OF 
MONEY." 

How can the Rank of 
Japan do so when nominal 
interest rates are already 
around Vi per cent? By 
buying up Japanese 
government securities, thus 
increasing bank reserves 
plus cash in circulation. This 
might stimulate spending 
directly, for example by 
putting cash into people's 
pockets; or make banks, 
awash with reserves, willing 
to lend. 

Some people will be 
comforted by the fact that an 
economist of a different 
political persuasion, Milton 


Friedman, has come out 
with an almost identical 
prescription. Judging by the 
greatly stepped, up 
acquisition of assets by the 
Bank of Japan there are 
signs that such advice is 
quietly being followed. But 
stimulatory action has not 
gone on far enough or long 
enough to affect the annual 
growth of the broad money 
supply which more directly 
affects domestic spending. 

Others are already 
reacting in horror at the 
“monetisation of the 
national debt”. It may be 
true that Japan's problems 
partly originate in excessive 
monetary ease in the 1980s, 
which stimulated the bubble 


LETTERS TO THE EDITOR 


Genetics code an emotive issue for 
informed debate, not referendum 
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economy. 

But to use that argument 
against monetary 
stimulation today is like 
refusing to put on a warm 
coat on an ice-cold day 
because we will feel too hot 
when the sun comes out. 
Before then, we may die of 
exposure. 

A somewhat more 
plausible argument Is that 
Japanese consumers and 
business people will In their 
present mood simply use any 
extra cash to buy dollar 
assets, thus contributing 
farther to the Wall Street 
boom without stimulating 
spending in Japan. Such a 
movement of foods, 
however, is helping to drive 
down the yen and make 
Japanese exports more 
profitable - thus stimulating 
the economy by a different 
route 

There is just one caveat 
The balance between taking 
anti-slump action and the 
fear of future Inflation from 
a cash-rich economy is one 
that the Japanese should 
choose themselves, and not 
to please US policymakers or 
academics. If after fall 
analysis the Japanese want 
to risk a deflationary spiral, 
it is their affair. 

The earlier 

overstimulation was partly 
at the behest of the US. It 
follows from the argument of 
Krugman and other US 
mainstream economists that 
the rest of the world could 
offset a deflationary 
stimulus from Japan by 
sufficiently expansionary 
policies of its own. 


FwmMrSmicm Cohen 

Sir, William Hall’s article 
("Genetic code of conduct". 
May 23-24), reporting the 
world’s first state poll on 
genetic engineering in Swit- 
zerland. raises important 
pfhtflfli and legal dilemmas. 

Decisions about genetic 
research cannot be deferred 
to the population at large. 
This is an emotive Issue that 
does not lend itself to a deci- 
sion by a referendum. Too 
much depends on how the 
questions to be voted on are 
framed and. the tenor of the 
debate leading up to the ref- 
erendum. It is a decision 
that can only be made after 
the fullest and most 


■ informed of debates. It isfor 
governments to decide after 
comprehensive consultation 
with industry, academia and 
religious leaders. Such a con- 
sultation procedure, is 
already in place in the Euro- 
pean Union. 

The European, parliament 
recently voted in favour of 
the biotechnology directive 
which gives the green light 
to a wide range of genetic 
research, confirming that 
transgenic animals are. pat- 
entable. Legislation already 
exists in Europe to regulate 
genetic research, which Is 
constantly monitored! b y var- 
ious bodies comprising 
experts in science and tech- 


Simoa Cohen, 
patent lawyer, 

Taylor Joynson Garrett, 
Carmelite, . . 

50 Victoria Embankment 
London EC4Y 0DX, UK 


Russia needs a rest from ‘shock therapy’ 


From Mr Harry ShutL 
Sir, It is astounding to 
read the claim in your 
leader. “Russia's dilemma" 
(May 20). that “the impact of 
high interest rates on Rus- 
sia's undeveloped market 
economy is not that large”. 
How could one suppose that 
these rates (at least 40 per 
cent in real terms) have 
nothing to do with the huge 
levels of Inter-firm debt that 
are paralysing the enterprise 
sector and intensifying de 
facto mass insolvency, not to 
mention the growing threat 
to civil order posed by justly 
incensed unpaid workers? Or 
that this paralysis is not a 


significant cause of the fiscal 
deficit which is weakening 
the currency, particularly as 
more and more businesses 
are forced into barter and 
parallel market, trading in 
order to survive, thus reduc- 
ing the tax base even far- 
ther? 

Instead of continuing to 
support the economic theo- 
rists who foisted the inher- 
ently unworkable strategy of 
“shock therapy” on Russia 
and the rest of the former 
Soviet Union it is surely 
time for the FT to take the 
lead in calling for a period of 
tight control of capital move- 
ment and currency trading 


in these shattered' econo- 
mies.' thus avoiding the need 
for such crippling interest 
rates to achieve monetary- 
stability. If practical proof 
were needed of this obvious 
truth it is sorely provided by 
the contrasting case of 
China, where the mainte- 
nance of effective control of 
the currency has been a key 
factor tli sust ainin g high 
growth rates over the past 20 
years. 


Harry Short, 
economic consultant, 

19 Tennyson Close, 
Horsham, 

West Sussex RH12 5PN, UK 


Arab pressure not behind flight from Palestine 


From Mr Ouxn Simon. 

Sir, The facts about the 
Arab flight from Palestine in 
1948 used by Sam Goldman 
(Letters, May 22) are wrong 
and have been disputed by 
Jewish historians of Israel in 
recent years. Most of the Pal- 
estinians who were dispos- 
sessed of their land and 
homes as a result of the cre- 
ation of the State of Israel in 
1948. fled as a direct result of 


intimidation, violence and 
sometimes murder, as 
in the case of the appalling 
massacre of the inhabitants 
of the village of Deir Yassin 
near Jerusalem, by the 
armed forces of-IsraeL' * 
Only .a minority. , fled- in 
response to Arab pressure 
but it has suited the Israeli 
government and those sym- 
pathetic to it to argue other- 
wise. like the mythical mass.,. 


suicide of the Zealots at 
Masada, now also found by 
Jewish historians to have 
been an invention of history, 
the myth of the Arab flight 
from Palestine in 1948 is an 
example of the corruption of 
history -and fabrication of 
myth to serve political ends. 


Owen Simon. 

106 Elbprotigh Street, 
London. SW18 5DL, UK 


*Thc Accidental Theorist 
WW Norton. £1695. 


Number One Southwark Bridge, London SEl 9HL 


samueLbriaan@fi.com 
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A swansong performer 


Last year, the Philippines surprised many peopie by avoiding Asia's contagious crisis. 
Justin Marozzi asks whether it can this time as Weil, under, a new president 


A sked what would 
be his first act as 
president of the 
Philippines on 
June 30, Joseph “Erap" 
Estrada said be would offer 
a prayer to God. Many inves- 
tors will be doing exactly the 
same. 

As a successor to the 
highly regarded Fidel 
Ramos, Mr Estrada could 
hardly be more different. 
While Mr Ramos was a long- 
serving military officer, for 
mer defence secretary and 
architect of the Philippines' 
economic recovery since 
1992, Mr Estrada is one of 
the world's more colourful 
politicians, a former movie 
star- turned -populist 
vice-president with a pen- 
chant for womanising, hard 
d rinking and gambling. 

Sound economic manage- 
ment is not considered his 
forte - a worrying percep- 
tion at a time when many 
Asian economies are suf- 
fered a renewed and virulent 
outbreak of trouble. 

But the differences 
between the two men may 
be misleading. By delivering 
an impressive economic 
turaroiind, the Ramos 
reforms have ushered in. a 
consensus among political 
leaders to avoid policy rever- 
sals. Falling output in the 
early 1990s was reversed and 
the economy grew 5.1 per 
cent last year, despite prob- 
lems elsewhere in Asia. This 
was a remarkable perfor- 
mance for a country tradi- 
tionally among the worst 
performers in the region. 

To emphasise continuity, 
Mr Estrada baa reiterated 
bis commitment to Mr 
Ramos's free market ortho- 
doxy. The tone of his admin- 
istration will differ - the 
government’s focus will shift 
towards the beleaguered 
agricultural sector, which 
has long dragged down 
national growth and kept 
more than a third of the pop- 
ulation below the poverty 
line - but most expect 
reform to continue, albeit 
more slowly. 

All the same, good policy 
is not just a matter of 
advice. The people with 
influence matter a lot, too. 
And a recurrent concern in 
the Philippines is the poten- 
tial for a return to crony cap- 
italism, the economically 
destructive hallmark of 
Ferdinand Marcos, the late 



Colourful po&tictan: Mr Estrada celebrates victory to ManBa AP 


president As Indonesia has 
vividly shown, this is a prob- 
lem that can bring a govern- 
ment down. 

Eduardo Cojuangco, a 
close business associate of 
Marcos and a key financial 
backer of Mr Estrada, is 
expected to receive more 
sympathetic treatment from 
the new administration. He 
has a long-running owner- 
ship dispute with the gov- 
ernment over a 48 per cent 
stake in San Miguel, the food 
and beverage group capital- 


Romeo Bernardo, former 
undersecretary of finance. 

Lado Tan, the Cftinese- 
FHipino tycoon whose rise to 
become probably the richest 
man in the country was 
closely associated with the 
Marcos regime, is another 
supporter of. Mr Estrada. A 
Wte noire of the Ramos 
administration, he hks a 
26bn pesos (£412m) tax eva- 
sion investigation hang in g 
over him. Meanwhile, Imelda 
Marcos, the former first lady 
who also backed Mr Estra- 


*We want to exorcise the ghost of 
Marcos but if we don’t learn the 
lessons from that period we’re 
doomed to make the same mistakes’ 


lsed at $2.9bn. 

Mr Estrada says he will 
abolish the Presidential 
Commission on Good Gov- 
ernment (PCGG), established 
in 1988 by former president 
Corazon Aquino to recover 
assets - such as Mr Coju- 
angco's - believed to have 
been Illegally acquired dur- 
ing the Marcos era. tt is not 
clear how such ownership 
disputes would be resolved. 

Dismantling the PCGG, 
which many believe has 
foiled to fulfil its brief, 
arouses mixed feelings. “We 
want to exorcise the ghost of 
Marcos but if we don't learn 
the lessons from that period 
we're' doomed to make the 
same mistakes again," says 


da’s presidential bid,’ is 
thought unlikely to be sent 
to prison in spite of a recent 
Supreme Court ruling. As 
one European businessman, 
puts It “It’s a return of the' 
Marcos cronies.” " 

But the re-emergence of 
Marcos-era figures belies the 
fact that six years after Mr 
Ramos came to power the 
business landscape has 
changed considerably. 
Monopolies have been dis- 
mantled in telecommunica- 
tions, civil aviation, ship- 
ping, water and . power. 
Banking has been opened to 
foreign competition and the 
oil industry was deregulated 
last year, these reforms go a 
long way towards explaining 


.why the Philippines has 
been . comparitively little 
damaged by the regional cri- 
. sis. 

“Many , of the things we’re 
recommending in Vietnam, 
Indonesia and Thailand are 
already In place here," says 
Vinay Bhargava, head of the 
.World Bank in the Manila. 
“The Philippines is near the 
top of the development curve 
in East Asia in its liberalised 
and competitive policy envi- 
ronment. The economy is 
well on its way to global 
integration.” 

The Asian crisis has also 
refocused attention on the 
value of democracy. What- 
ever the carnival-like 
. excesses of one of the 
world's more exuberant 
democracies, it is a stark 
contrast to the political cri- 
sis exploding in neighbour- 
ing Indonesia. “We may 
have’ elected a down to be 
:ptfr president, but at least 
• we don’t have dead students 
on the streets," says a local 
businessman. 

Mr Estrada is likely to be a 
more hands-off president 
than Mir Ramos. Much deci- 
sion-making will devolve to 
the. cabinet, which is why in 
the weeks leading up to Mr 
Estrada’s inauguration, busi- 
nessmen have been closely 
scrutinising every appoint- 
ment Initial signs are gener- 
ally 'encouraging- The likely 
executive secretary and the . 
probable finan ce* secretary 
are both considered safe 
pairs of hands. The central 
bank governor says he will 
remain in office for a while. 
So will the foreign secretary. 

What unsettles observers, 
however, is the danger that 
Mr Estrada will be unable to 
impose policy coherence on 
a fractious cabinet (Mrs 
Aquino foiled on this count). 
The potential for division is 
real enough. Mr Estrada's 
advisers run the political 
gamut from former commu- 
nists such as . Horacio 
Morales, the next .secretary 
of agrarian reform, to tree- 
market zealots. 

if lie can control them, 
however, Mr Estrada would 
have the chance to confound 
the doomsday predictions of 
his critics and lead the Phi- 
lippines to sustainable 
.growth. And if he does that 
the Estrada presidency 
really will be, as he puts it 
“the last great performance 
of my career”. 
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oology, as !well as ethics. 
Indeed, there already exists 
the European Group on Eth- 
ics in Science and New Tech- 
nologies to monitor progress 
.in this sphere. 

If Switzerland votes for a 
ban it will merely alienate 
them from their European 
neighbours and a lot of 
Swiss genetic. research (and 
investment) will be moved to 
more genetically friendly 
countries. 
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Russia’s rouble 
crisis 


COMMENT & ANALYSIS 


Having staved off two attacks on 
the rouble In the past eight 
months, Russia now faces an 
even greater challenge. The rou- 
ble yesterday came under its 
most serious pressure yet, 
prompting a rise in interest rates 
to 150 per cent Whether Russia 
survives this crisis depends on 
whether Boris Yeltsin, the presi- 
dent, can accept his role in bring- 
ing it about - and credibly com- 
mit to real reform. 

The root of the problem is Rus- 
sia "s public finances, which have 
been in an unheal thy state for 
some time. This has increasingly 
led investors to withdraw, put- 
ting pressure on the rouble and 
leaving the Russian authorities 
no choice but to raise interest 
rates. But they are caught in a 
vicious circle. Each interest rate 
rise increases their debt service 
payments and further worsens 
the public finances. 

Recent events have brought 
the situation to a head. Mr Yelt- 
sin's decision to sack his cabinet 
left foreign investors feeling ner- 
vous. The failure of the Russian 
government to pay public sector 
wages then led to a costly block- 
age of key railway lines by stri- 
king miners. And the collapse on 
Wednesday of the Rosneft priva- 
tisation was the last straw. Not 
only was it meant to be a show- 
case privatisation but the reve- 
nues it would have raised were 
crucial to the public finances. 

The situation is now fragile. 
But a devaluation must be 
avoided if at all possible. The 


exchange rate anchor has deliv- 
ered some stability to the Rus- 
sian, economy and is the only 
credible monetary target. And 
the rouble is not overvalued. A 
forced devaluation would be 
extremely destabilising for the 
Russian economy - and could 
have serious knock-on effects for 
other vulnerable currencies, par- 
ticularly in eastern Europe. 

Russia’s problems have sprung 
from a government too weak to 
impose the necessary reforms. Mr 
Yeltsin must now show strong 
leadership. First, he most avoid 
the temptation to use Sergei Kiri- 
yenko, his new prime minister, 
as a scapegoat Second, he must 
accept that the public finances 
are at the heart of this crisis - 
Asian contagion is no longer a 
factor. 

The International Monetary 
Fund, now in Moscow, also has a 
critical role to play. It is due to 
release a tranche of Russia’s IMF 
programme and is under pressure 
to grant an emergency rescue 
package. It could be reluctant to 
do so, as Russia’s promises of tax 
reform have been too slow in 
coming and so far unma tched by 
action. 

But, with the support of world 
leaders, the IMF could use this 
crisis as an opportunity to 
impose stricter conditionality on 
Russia and to demand greater 
involvement In its attempts to 
reform Its public finances. Mr 
Yeltsin must swallow this medi- 
cine if he hopes to escape the 
crisis without lasting damage. 


Euro-banks 


There are good reasons for 
European banking mergers and 
bad ones. Unfortunately, the bat- 
tle between ABN Amro and For- 
tis for Belgium's Gdnftrale de 
Banque seems likely to unleash a 
flood of deals of both kinds. 

Good mergers are those driven 
by the desire to make assets 
work harder, or to escape from 
the trap of a small domestic mar- 
ket. Bad mergers are those where 
the principal motive is size - of 
assets or of market capitalisation 
- or a spurious desire to achieve 
pan- European status in a hurry. 

In the Gfcnfirale de Banque 
case, both bidders can be 
absolved of the worst of these 
faults, though neither is entirely 
free from criticism. Fortis repre- 
sents one of the bancassurance 
combinations whose long-term 
value to shareholders is still 
unproven. ABN Amro builds its 
case for the deal partly on reve- 
nue synergies that cannot be 
guaranteed. 

Still, both have plausible stra- 
tegic objectives in the deal In 
particular, both of them acknowl- 
edge that the home market for a 
bank In Belgium or the Nether- 
lands is now the Benelux region 
as a whole. That is a sensible 
step forward, akin to the consoli- 
dation at home and abroad prac- 
tised by Switzerland’s newly 
merged UBS. 

What would be less desirable is 
a flood of mergers aimed at bulk- 
ing up banks either in size or in 


European spread without obtain- 
ing serious cost savings or an 
integrated regional business. 

Hastily assembled combines, to 
dominate national markets or 
achieve a notional parity with 
the newly merged American 
giant6, are not the answer to 
European banking's problems. 
Similarly, bolting together hanks 
in individual European countries 
to create a region-wide network - 
an approach which several banks 
are rumoured to be contemplat- 
ing - is also likely to prove a 
mistake. 

Technology apart, there are 
few economies of scale in com- 
mercial banking once a national 
network of branches is achieved. 
And though some of the val- 
ue-added parts of banking - such 
as international corporate advi- 
sory work - do require a world- 
wide spread of resources, they 
bring diseconomies of scale along 
with them. 

Europe's banks face substantial 
strategic challenges. The euro's 
likely impact on domestic busi- ; 
ness; the effect of telephone and 
internet transactions on the prof- ; 
itability of bricks-and-mortar i 
branches: the emergence of a top 
tier in Investment ba nk i n g that 
most European banks cannot , 
now hope to join. A dear strat- , 
egy to address these issues is 1 
indeed likely to involve mergers; 
but mergers without the strategic 
answers merely compound the 
puzzle. 


War in Kosovo 


Kosovo has become the cockpit of 
another B alkan war. Sporadic 
clashes between the ethnic Alba- 
nian majority and its Serb over- 
lords have developed into a 
fall-scale struggle - exposing the 
failure of current international 
policy towa rds the issue. 

Under US pressure, Serb leader 
Slobodan Milosevic agreed this 
mouth to talks between his repre- 
sentatives and moderate Alba- 
nian leaders. But the talking has 
done nothing to halt the fighting. 
There is an urgent need fix' a 
firmer and more consistent inter- 
national response, starting with 
today’s meeting of Nato foreign 
ministers in Luxembourg. 

Most observers hold Mr Milos- 
evic, who several years ago 
stripped Kosovo of its provincial 
autonomy within the republic of 
Serbia, to blame for the conflict. 
But one might conclude the oppo- 
site from the international com- 
munity's actions. Even the US, 
which has . taken the firmest rhe- 
torical line against Mr Milosevic, 
has flip-flopped on sanctions. 
This month, the US and its Euro- 
pean partners in the Contact 
Group first imposed an invest- 
ment ban on Yugoslavia, then 
suspended it when the Kosovo 
talks started, and may now have 
to re- impose it. 

By contrast, the Contact Group 
has insisted that the Kosovar 
Albanians should not strive for 
outright independence, which 
could destabilise neighbours like 


Macedonia. While publicly sup- 
porting the Albanians' demand 
for third party mediation, the 
Contact Group has privately 
pressed them into direct talks 
with Belgrade. The implication of 
this is that Kosovo should stay 
within Serbia as well as within 
Yugoslavia. The result has been 
to undermine the moderate eth- 
nic Albanian leader, Ibrahim 
Rogova, in favour of the more 
radical Kosovo liberation Army- 

Sven the dispatch of a Nato 
force to Albania itself - as 
requested by the Tirana govern- 
ment - now lodes double-edged 
to Kosovo Albanians. Such a 
force might deter Serb incursions 
into Albania, but it might also 
stop arms reaching the KLA. It is 
now dawning on Nato that this 
could put it into the same invidi- 
ous position as Unit ed N ations 
forces were in Bosnia: preventing 
the weaker side from def en ding 
itself while doing nothing to 
check the stronger side. 

If Nato proceeds with such a j 
policy, it could make matters I 
worse than if it did nothing at 
all. In any case, the western 
allies may yet find themselves 
facing calls for mil-scale inter- , 
ventton in Kosovo itself. Nato 
ministers would do weD to begin 
honestly confronting the options 
today. Meanwhile, their govern- 
ments should keep economic 
sanctions on Belgrade, and stmt 
to press for a ceasefire as wftU as 

talks. 


T he Clinton administra- 
tion strongly denies the 
allegations but “China- 
gate’’ - as it has predict- 
ably been dubbed - looks it 
could turn into the most serious 
domestic political scandal to hit 
President Clinton so far. 

It could overshadow a summit 
which ranks as the most impor- 
tant bilateral diplomatic event of 
the 1990s. And it could even dam- 
age one of the most . important 
foreign policy relationships in 
the world by raising doubts first 
about whether '“constructive 
engagement", the bedrock of US 
China policy, is really bearing 
fruit, and second, whether the 
Clinton administration’s decision 
in 1994 to delink US trading con- 
cessions from China's human 
rights record has yielded any tan- 
gible advantages. 

The story starts with an admisr 
sion by Johnny Chung, a Chi- 
nese- American businessman who 
contributed $360,000 to Mr Clin- 
ton's re-election campaign, that 
$100,000 of the money came from 
the military, through an 

army officer who was an execu- 
tive with China Aerospace Carp 
- a company belonging to Chi- 
na’s People’s Liberation Army. 
This suggests to some that C hina 
was seeking to using campaign 
contributions to influence US pol- 
icy. 

China Aerospace is connected 
with a US company called Loral 
Space and Communications 
whose chairman. Bernard 
Schwartz was the largest single 
donor to the 1996 Democratic 
party campaign. In February 
1996, a rocket belonging to China 
Aerospace exploded on take-off. 
destroying a $200m satellite 
belonging to Loral. Two months 
later, the US company took part 
in a Chinese review of the crash 
which was looking for ways of 
avoiding other such disasters. In 
March 1997, the US Justice 
Department launched an investi- 
gation into allegations that Loral 
had done more - leaked satellite 
know-how to China, which would 
have breached export control 
laws and could have helped 
China with its missile-guidance 
system. Loral denies the charge. 

All that was serious for the 
company, but did not necessarily 
involve the president This Feb- 
ruary, however, even with the 
justice department’s investiga- 
tion still going on, Mr Clinton 
granted Lora] permission to 
export new satellite technology 
to China. 

The allegations have been leapt 
upon by the Republican majority 
in Congress, who had foiled to 
find much public support for 
their campaigns against Mr Clin- 
ton over Whitewater and the 
White House' intern Monica Lew- 
insky. Some legislators, including 
the House Speaker leader Newt 
Gingrich, have called on Mr Clin- 
ton to cancel next month’s trip. 
They were backed by legislators 
worried that the US engagement 
with China is ignoring the cru- 
cial issue of human rights abuses 
there. Hence the domestic US 
embarrassment could coincide 
with the equally embarrassing 
possibility that a big summit 
which the White House believes 
is vital to U5-China relations, 
could be damaged by Mr Clin- 
ton’s domestic opposition. 

The president said on Tuesday 
that to cancel the summit would 
be a mistake and that the US 
“partnership” with China had 
yielded results in stopping the 
transfer of missile technology to 
other countries. There had also 
been recent advances on the 
political and human rights 
fronts, he said. Senior officials 
led by the national Security Advi- 
sor, Sandy Berger, are expected 
to leave for China on Sunday to 


China connection goes sour 


Stephen Fidler and James Kynge look at the wider Implications of the 
scandal in the US over technology exports to Beijing 
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negotiate details of the trip. 

Whatever comes from that, the 
scandal has re-opened the fierce 
debate in the US between sup- 
porters of “constructive engage- 
ment” with China (which the 
administration has strongly 
backed since 1994) and supporters 
of “containment". 

For the constructive engagers, 
such as Nicholas Lardy, senior 
fellow at the Brookings Institu- 
tion, the allegations represent “a 
tempest in a teapot". Mr Chung’s 
claims have been made as he 
seeks a plea bargain over charges 
he fimneled illegal contributions 
to the Democrats' campaign and 
must therefore be treated scepti- 
cally. (The donations were in any 
case paid back). Moreover, says 
Mr Lardy, the idea that in 1996 
the US changed policy towards 
Chinese launches of US satellites 
is plain wrong. “The US has been 
approving satellite launches for a 
decade: none has ever been 
turned down," he says. 

The “containers" argue that 
China is simply too authoritarian 
and too unreliable for the US 
administration to engage with 
safely. They claim that policy 
may have already have jeopard- 
ised US national security. And 
even short of that, says Thomas 
Duesterberg, senior fellow at the 
Hudson Institute in Washington, 
what China’s government should 
not be taken at face value. This is 
true, he says, of trade, where 
despite an overall reduction of 
tariff levels by China, many 
other obstacles have been put in 
the way of US exports. “New 
rules are all too frequently cre- 
ated to offset the impact of liber- 
alisation measures,” he says. 

All this argues, he says, not for 
an end to constructive engage- 
ment with China, but at least a 
more cautious approach to it. 

The administration is likely to 
want to side with the construc- 
tive engagers such as Mr Lardy 


than with Mr Duesterberg and 
those like him in Congress. 

For Mr Clinton. China has now 
become a key protagonist in most 
of Asia's security issues - and 
Asia's financial crisis and India's 
recent nuclear test have shown 
just how pivotal China is to US 
policy in Asia. China has been 
co-operating with the US in 
attempts to halt North Korea's 
nuclear programme, and its 
strong alliance with Pakistan 
makes it influential in the poli- 
tics of the subcontinent Bui its 
territorial ambitions make for 
friction, in particular its claims 
that Taiwan - which has military 
and unofficial political ties with 
the US ■■ is part of its territory. It 
also has claims to territories in 
the South China Sea which are 
disputed by many of its south- 
east Asian neighbours and has 
longstanding territorial and stra- 
tegic disputes with Japan. Wash- 
ington's firmest Asian ally. 

The Asian financial crisis has 
underlined China's growing 
importance in a different way. 
The Chinese refusal so far to 
devalue its currency in the face 
of devaluations elsewhere has 
been praised by the US as an 
important contribution to stabil- 
ity. A Chinese devaluation would 
risk another round of Asian cur- 
rency turmoil that could do more 
damage to world growth - and to 
the US economy. In talks with US 
officials this week, Chinese offi- 
cials have reiterated their deter- 
mination not to devalue, but the 
decision may become tougher to 
sustain if a second phase of the 
Asia crisis looms - and if the yen 
weakens further. 

For their part. China's leaders 
also have good reasons for want- 
ing engagement with the US. 
Jiang Zemin, the president and 
part of a “new generation" of 
leaders to gain full prominence 
since the death of Deng Xiaoping 
last year, has regarded the 


improvement of US-China ties as 
the cornerstone of his strategy. 

China's economy may need 
more help from the US than 
seemed necessary a couple of 
years ago. Asia's travails have 
reduced the flow of foreign 
investment into China - and 
trade with US. in which China 
runs a $50bn annual surplus, is 
even more important than it was 
to keep the Chinese economic 
engine going. 

Hence, a successful Clinton 
summit would provide a critical 
endorsement for Mr Jiang's lead- 
ership at a time when the 
reforms he has pioneered have 
led to surging unemployment. 
Although leaders are not directly 
elected in China, public disillu- 
sionment has the potential to 
divide opinion among leaders and 
paralyse policymaking. 

Friction over Mr Clinton’s visit 
would deal a sharp blow to Mr 
Jiang's prestige. In the Chinese 
context he bent over backwards 
to show accommodation of US 
cultural attitudes and historical 
achievements during his summit 
there last year. His guitar 
playing, his banging the gong to 
start trading of the New York 
Stock Exchange and his liberal 
use of English during that trip 
amounted to a compliment to US 
opinion. But a snub from the 
Clinton administration - as it 
navigates its own domestic politi- 
cal minefields - would risk mak- 
ing Mr Jiang look foolish. 

Where, then, does that leave 
the summit? The answer is in 
limbo. Despite the efforts and 
interests of both governments, 
the scandals have limited what 
the summit can achieve and have 
probably done considerable dam- 
age to hopes of a new momentum 
to constructive engagement. 

The US side was initially push- 
ing for China to make progress 
toward signing the Missile Tech- 
nology Control Regime (MTCR), a 


OBSERVER 


Spinning out 
of control? 

If Chancellor Helmut Kohl was 
looking for a government 
spokesman who would throw his 
weight around, he certainly seems 
to have succeeded with the man 
he appointed this week. 

Christian Democrat MP and 
former journalist Otto Hauser, 45, 
whose trademarks are Boss suits 
and Armani glasses, is a spin 
doctor in a huny. Thera's a big 
opinion pod gap to dose and just 
four months - including a 
parliamentary recess - untH the 
general election. 

So he got oh with making waves 
at his first government press 
conference yesterday, wasting no 
time on tha notion that official 
spokesmen should be above party 
politics, “ram a politician. I have 
political opinions.” he tdd the 
unusuaRy wen-attended midweek 
briefing, and promptly put the boot 
into the opposition Social 
Democrats as spokesmen from 
various Bonn ministries roiled their 
eyes towards fee heavens. 

This tough spin-doctorlng might 
just get Hauser into a tangle with 
Pater Hlrrtza, tha COU's general 
secretary who is supposed to be in 
charge of party propaganda. And 
what wilt Andreas Frttzenkfitter, the 
chancdtoris own spokesman, 
make of his new rival? Or for that 
matter Matthias Wissmann, the 
transport minister who Is also 
meant to be beefing up fee COU's 
economic message? 


With so much spinning going on, 
there must be a danger of the CDU 
campaign flying off into orbit 

Holy unacceptable 

Incfla’s nuclear scientists might 
wish they’d kept their isotopes to 
themselves. True, the nuclear tests 
have made them popular heroes - 
and prize catches on New Delhi's 
glittering social circuit - but years 
of messing about in lonely 
laboratories with test tubes and 
van der graaf generators isn't the 
best preparation for being mobbed 
wherever you go. 

Apparently fee pressure of 
admiring fans is so great feat 
A.P.J. Abdul Kalam, the sprightly 
head of fee Defence Research and 
Development Organisation, has 
given up his daily walks, and has 
been advised to keep away frail 
cocktail parties altogether - maybe 
officials are worried about what 
kind of brews he might cook up. 

As if that wasn't bad enough, fee 
bleak Pokharan test site itself has 
become a star, and might even 
become a sacred shrine: members 
of fee Vishwa Hindu Partshad, a 
reflgious group, want to build a 
tempte there. Though the idea of 
sending a heap of Pokharan sand 
on a progress around India 
appears to have been dropped. 

But the feelgood factor created 
by the tests is fast dissipating in 
New Delhi's 47 degree summer 
heat, where long power cuts are 
adding to fee misery of water 
shortages. Whet's fee point of 
exploding bombs under deserts. 


some are asking, if the lights, fans 
and air-conditioning don’t work? 

Tight Uppen 

Maurice Lippens, Belgian 
co-cha ir man of Beigo-Dutch 
financial services group Fortis, was 
scrupulously poftte about ABN 
Amro - which unsporting ly 
trumped his bid for G6n6rale de 
Banque this week - at yesterday's 
annual moat ing. 

But he couldn't resist a Httie dig 
after dwelling at length on the 
record profits growth at 
MeesPierson, fee Dutch investment 
bank Fortis acquired in 1996. This 
was, said Uppers, in contrast to 
Mees Pierson’s “stable results” 
under its previous owner. Which 
was, of course, ABN Amro. 

Tongue tied 

Watch out if you're tempted to call 
the European Union's proposed 
withholding tax directive un 
dkacttva en vue de gerarrtlrun 
mmirnum d'lmposition effective das 
ravanus sous forma dlnt&Gts & 
ITntSriaur da la C omrmmaut§ - as 
one Eurocrat did this week. 

Ghrissie Maher is after you. 

The founder of fee Plain English 
Campaign, which has shaken up 

officialese in the UK. is In Brussels 
today to knock some sense Into 
European Commission officials 
who never use one word when 
trots wifi do. 

The redoubtable mother of four 
from Liverpool tfldnt team to read 
or write ttfl she wss 14, but is now 


hacking away at fee jargon jungle. 
She has been invited to Brussels 
by Fight the Fog, a campaign 
launched by English language 
translators in Brussels to stop 
Eurocrats calling a sheep a 
grain-consuming unit 

There's been some 
encouragement from fee British 
presidency, and it's hoped the 
Austrians will follow suit when they 
take over in June. The Finns, who 
take the chair in January, say 
they're all for it - their 
plain-speaking commissioner Erkki 
Lnkanen spoke at a Fight the Fog 
session earlier this month. 

The key, apparently, is to Kiss - 
keep it short and simple 

Listing to port 

So much for fee hopes of Iosco, 
the international securities 
regulators club, which yesterday 
prouefly unveiled new disclosure 
standards on cross-border listings. 

The watchdogs want companies 
seeking such listings to disclose 
every director’s salary, stock 
options and benefits. So it was 
unfortunate that Iosco chose to set 
out its stall in Paris - such 
standards don't apply to French 
companies, let alone outsiders. 

Michel Prada, head of the 
Commission das Operations de 
Bourse, the French member of 
Iosco, stressed that fee guidelines 
allowed for culture! differences to 
be respected. But secretive Gallic 
bosses be warned. Prada said he 
- “personally" - would not oppose 
more transparency in future. 


key arms control treaty which 
seeks to limi t the spread of mis- 
sile technology. But diplomats 
said that India's nuclear tests 
this month have so jolted the 
region's strategic balance that 
Beijing may be reluctant to sign 
any arms control treaty at this 
time. 

Progress on MTCR was being 
linked to US concessions on the 
vexed issue of Taiwan - specifi- 
cally whether the US would sign 
a statement to reduce arms sales 
to the island which China 
regards as a renegade province. 
Such a statement may still be 
possible but its content may now 
be diluted. 

That leaves one other big issue 
of substance: negotiations on Chi- 
na's accession to the World Trade 
Organisation. These have intensi- 
fied, officials sas. But a genuine 
breakthrough is complicated by 
Beijing's reluctance to make mar- 
ket opening concessions until its 
financial institutions and corpo- 
rations have had a chance to dis- 
gest a current phase of destabilis- 
ing economic reform. And on the 
US side, the annual debate in 
Washington over whether to 
grant China most-favoured 
nation status as a trading partner 
has been complicated by the cam- 
paign finance allegations. Indeed, 
the administration is seeking for 
that debate in Congress - origi- 
nally scheduled for when Mr 
Clinton was in China - to be put 
back. 

That could leave the summit 
mainly symbolic. It was suposed 
to show images of Chelsea Clin- 
ton watching a Chinese Sesame 
Street, or of the president visiting 
a village where elections had 
taken place, beaming a message 
of hope to the US. Instead, these 
may just be empty gestures, sym- 
bolic of the unresolved tension In 
the US between the difficulties of 
constructive engagement and the 
dangers of containment 


100 years ago 

The War Intensifies 
Washington, 27th May. This 
morning there was a revival of 
the rumour that General Miles 
was about to start at once for 
Tampa, preparatory to fee 
Invasion of Cuba. As a matter of 
fact, a special car for General 
Miles and his staff has been at 
the railway station for some 
days in readiness to start at a 
moment’s notice. The 
Commander-in-Chief has for 
many days been anxious to 
start and has only been 
restrained by the fact that the 
conditions are not yet ripe for a 
movement on Cuba. It can be 
stated on the best authority that 
General Miles himsetf has not 
yet decided when to begin the 
invasion of Cuba. 

50 years ago 

U.S. Commodities Price Trend 
New York, May 27. Since fee 
Treasury, disregarding fee 
earnest advice of the Federal 
Reserve authorities and fee 
strong hopes of the banks, 
announced In effect that there 
would be no tightening of 
short-money rates this summer 
I in connection with its turnover of 
about $10,000 millions of June 
and July maturities, commodity 
markets have taken fee 
Inflationary hint wife laudable 
calmness. In this they reacted i 

conversely to Stock markets. j 
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Rouble rescue 


What a gamble! Raising interest rates to 
150 per cent certainly demonstrates Boris 
Yeltsin's determination to support the 
rouble Hnk to the dollar. But with infla- 
tion around 10 per cent, real interest rates 
are pip-squeak ingly high. Unless rates 
come down rapidly, the gamble will back- 
fire as soaring government debt-servicing 
costs wreck efforts to curb the budget 
deficit. And the damage to the economy 
should not be underestimated, even if 
debt financing is relatively limited in the 
early phases of the country’s transition to 
a market economy. The 53 per cent fall in 
the Russian stock market since the start 
of the year is evidence enough of this. 

Meanwhile, the temptation to borrow in 
foreign currencies at lower interest rates 
should be resisted. If Russia were to have 
to give up the fight to maintain the rou- 
ble’s value, the linchpin of its stabilisa- 
tion programme, the consequences of 
such borrowing could be horrific. Can the 
Asian crisis have been forgotten even 
before it is over? 

Probably the best short-term fix is a 
quick and transparent sale of oil group 
Rosneft. If finding bidders means having 
to lower the asking price, so be it. Argu- 
ing the case for a rapid disbursement of 
funds from the IMF is also an obvious 
step. As ever, however, the government’s 
priority should be to redouble efforts to 
improve tax collection and reduce its 
dependence on foreigners for buying its 
bonds. 

European bank mergers 

So, Ernu means Europe's h anks should 
engage in a frenzy of cross-border merg- 
ers? Well, no and yes. 

Europe has recently witnessed a rash of 
bank mergers. But none Is really a 
full-blooded cross-border deal. The vast 
hulk are "in-market" mergers, where two 
banks in the same country combine. Even 
ABN Amro of the Netherlands’ bid for 
Belgium’s Generate de Banque is best 
described as a “near-market" tie-up, 
where banks in neighbouring countries 
merge, 

ln-market deals - like Switzerland's 
UBS/SBC. Italy's Credito Italiano/Unicre- 
dito and even the mooted Halifax/Royal 
Bank of Scotland tie-up in the. UK - make 
good sense. They can quickly add value 
by stripping out duplication. By contrast. 


Russian stock marioet 
RTS Me* 



the value of a cross-border deal is more 
strategic. The benefits come less from 
cost-cutting and more from long-term rev- 
enue enhancement The same goes for 
near-market iImIs 

In an orderly world. Europe's banks 
should consolidate at home first before 
venturing abroad. That advice certainly 
applies to the extremely fragmented Ital- 
ian hanking sector and, to a lesser extent, 
Germany’s and France’s. 

But what happens when hanks have 
already put their home in order? Several 
banks in Britain, the Netherlands, Swit- 
zerland and Scandinavia are now so big 
that they probably cannot grow by acqui- 
sition in their domestic markets. 

Here, two very different strategies are 
being pursued. Some. like the Dutch and 
Swedes, are trying to stretch their home 
territory - to Benelux and Scandinavia 
respectively. The British, by contrast, are 
buying back their shares. 

This looks like poverty of imagination, 
reinforced by the UK’s initial absence 
from Emu. Of course, there is not a single 
banking market yet Tax and regulatory 
differences mean banks would be hard- 
pressed to sell, say. the same mortgage 
product across the euro-zone even when 
there is no currency frontier. Nor do 
people across the euro-zone necessarily 
want to buy the same product; attitudes 
to risk and the like vary. 

But this is a terribly static way of 
looking at things. Eventually. Emu will 
erode these distinctions and so cross-bor- 
der Hanks will eujoy economies of scale. 
Merely adopting the classic UK approach 
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FT WEATHER GUIDE 


Europe today 

Most of Scandinavia will be cool 
and unsettled with showers. Italy, 
France, the western Alps, the Low 
Countries and western Germany 
wifl have a disturbed day with 
some thundery downpours bringing 
the risk of floocfing. From the 
Balkans northwards to Poland and 
eastern Germany, there win be hot 
sunshine and only isolated show- 
ers and thundersto r ms. The far 
north-east of Europe will be wet. 
Most of Greece will be hot and 
quite sunny but Portugal, Spain 
and ttafy win have scattered thun- 
dery showers. 

Five-day forecast 

Central Europe and the Iberian 

Peninsula will have more thundery 
showers. Thunderstorms will also 
break out across south-east 
Europe but the east and the Baltic 
states will stay fine, Southern 
Scandinavia win become wet. with 
the noon staying showery. 
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South Korean s 
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of "wait and see" looks Uke a recipe for 
missing opportunities. Britain's banks 
bare an edge - a consolidated home base, 
low costs and high share prices - and. 
should press home their advantage. 

The current merger wave is prising loose 
institutions which could not have bees 
bought even a year ago. Whenever an 
in-market deal is done, the banks con- 
cerned are arguably put Into play - as 
ABN Amro has shown by muscling in on. 
Fortls’ agreed deal with G4n6rale de 
Banque. 

Nor do the politics necessarily work to 
the insider's advantage. True, national 
pride can be wounded when a big bank 
falls into foreign hands. But, with cost- 
cutting in-market mergers, the buyer has 
to run the gauntlet of the nninng 


Poor old EML After Seagram’s acquisi- 
tion of PolyGram, EMI shareholders free 
the prospect of sluggish earning s unalle- 
viated by bid speculation. Sir Colin South- 
gate is bravely saying the Industry’s com- 
petitive dynamics are unchanged by the 
deal. But the fact is that EMI's most likely 
partner hag quit the scene, strengthening 
two of EMI’s rivals in the process. 

A quick look at the PolyGram/Seagram 
transaction multiples suggests EMI share- 
holders will be lucky to see a whiff of the 
£7 per share for which Sir Colin was hold- 
ing out Stripping out the PolyGram film 
business, worth perhaps only $750m 
despite the Jlbn-plus sunk investment, 
Seagram paid same 17 times PolyGram's 
1998 operating profits. 

Applying the same multiple to the 
£341m 1998 operating profits EMI reported 
yesterday gives an enterprise value of 
some £&Sbn. Less around £750m debt, EMI 
shares on this Haris are worth around 
640p. But since potential media bidders 
for EMI - only Bertelsmann and Disney 
currently seem plausible - are unlikely to 
have the same level of synergies as 
between Seagram and PolyGram. these 
multiples are on the high side. 

A more straightforward method is sim- 
ply to apply the 34 per cent premium 
Seagram paid for PolyGram to EMI's pre- 
talks announcement share price of 506p, 
giving some 680p. But even this is a little 
rich, given the bid speculation that had 
long distorted EMI's fair value. 


By John Burton in Send 


Tens of thousands of Smith Korean 
workers yesterday launched a 
two-day general strike that threat- 
ens to undermine economic reforms 
and scare off foreign investors as the 
nation struggles with fts worst reces- 
sion in two decades. 

The strike, by the militant Korean 
Confederation of Trade Unions to 
protest against growing unemploy- 
ment, came in spite of a government 
warning of a crackdown on union' 
leaders who were accused of staging 
“illegal” industrial antim 

Fears of renewed labour violence 
which marred May Day protests 
receded as workers gathered peace- 
fully under heavy police escort in 
Seoul a nd ot her cities. 

The KCTU, the smaller of Korea's 
trade union groups, estimated that 

120.000 of its 660,000 members had 
gone on strike. The turnout 
appeared to be lower, however. Only 

2.000 workers demonstrated in front 
of the Seoul railway station com- 
pared with 20,000 union members 
who had participated in May Day 
protests in the capitaL 

Public support for the strikes has 
been lukewarm. Many KCTU 
members, who are employed in the 
hwpnrtarit car, shipbuilding and Steel 
industries, are among the highest- 
paid workers in Korea. Nonetheless 




Thousands of South Korean workers vent their feaSngs as they Join the general strta 
by protesting eutsride Seoiri railway station - Rotors: Reuters 


the strike could be a prelude to a 
summer of discontent as the con- 
glomerates. or chaebol, begin to cat 
jobs from next month in response' to. 
the recession. 

Unionised industrial workers have 
been hardly affected by the recent 
jump in unemployment to 6.7 per 
cent,, with most of tbe jobless 
coining from small businesses that 
have gone bust 

The strike’s biggest impact was 
felt at Hyundai Motor, Korea’s big- 
gest carmaker, which is threatening 
to sack nearly a fifth of Its 464100- 
strong workforce because of a 
plunge in domestic sales. Production 
lings at Hyundai car. plants in Ulsan 


were shut down as 27,000 workers 
failed to report to work. They were 
joined by 2.700 workers at Hyundai 
Precision & Industry, which pro- 
duces four-wheel-drive vehicles. 

- The KCTU has demanded - a stop to 
mass redundancies, an increase in 
une mployment benefits, more 
reform of big conglomerates and a 
renegotiation of the IMF’s $5&35bn 
bafi-out package. 

ft warned that the strikes, sched- 
uled to end this afternoon, could be 
extended if the government used 
force to stop them. Another general 
strike -is scheduled for June' 10 
TtnioKB the government meets the 
unions’ demands. 


Euro benchmark sponsors vow 
to resist political interference ” 




By Samer Hoofer fa Brussels and 
Edward Luce in London 

The sponsors of Euribar, a European 
reference rate for lending in the 
euro, yesterday said they would 
resist political interference by Euro- 
pean governments so the benchmark 
could compete effectively with its 
London rival. The benchmark, 
devised in Brussels, will be a direct 
competitor to the London Interbank 
Offered Rate - Libor - the reference 
rate for landing in the world's lead- 
ing currencies. 

Some bankas have criticised E mi- 
bar as “too politicised"- The Ranking 
Federation of the European Union 
(FBE), which jointly devised Euribor 
with ACL the international financial 
markets association, implicitly 
accepted the criticism but said it 
would resist pressure. “It [Euribor] 


will not work if it Is politicised.'' said 
Nikolaus BOmcka. secretary-general 
of Ihe FBE. “We must have a credi- 
ble rate to convince the markets." 

Eurlbor's credibility, has been, 
questioned because of political pres- 
sure on euro-zone banks and institu- 
tions to adopt the new rate. The 
Banque de France and Bundesbank 
have been strong proponents of Euri- 
bor, which they believe could help 
them hire money market business 
away from London after European 
monetary union.- • • • 

Also, French hanks are subjected 
to constant "encouragement" by the 
French central hank to use the new 
benchmark, which Matif, the French 
derivatives market operated by 1 the 
Paris Bourse, has already announced 
it will adopt. 

Another contentious issue is the 
selection of banks that quote daily 


rates from which an average Is 
calculated to form tbe offer rate. The 
British Bankers Association, which 
calculates Libor daily, says it will 
choose the 16 most liquid banks for 
its panel to set the Libor rate on the 
euro. A spokesman for the BBA yes- 
terday said the association was con- 
fident lJbor would be the standard 
ofibhora.raie for the euro. 

Initial plans, supported by the 
French and German monetary 
authorities, for Euribor to include 
h anks from every EU country have 
been shelved. The list of 54 banks, 
published yesterday, includes banks 
from non-EU countries such as the 
US and JapaxL but none from 
Greece. • 

“There is absolutely no way” a 
bank would be maintained in tbe 
sample of contributors for political 
reasons, Mr BOmcke said. 
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■s has surveyed tbe UK’s professional 

investment community to find ont who they 
think are the year's best investor relations 
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Hydro Aluminium to double 
yearly production by 2005 

Hydro Aluminium, a subsidiary of Norsk Hydro, 
Norway's biggest quoted company. Is soon to’ 
decide on the location of a SI bn smelter. The 
smelter, to be built either in Trinidad or Qatar, wHl 
be Its first outside Europe. Hydro Intends to dou- 
ble Its annual aluminium production to 1 .35m 
tonnes between 1996 and 2005. Page 24 

German investors flock to buy-outs 

Germany overtook France as the most active pri- 
vate equity market in continental Europe last year, 
as investors flocked into leveraged buy-out deals 
and took equity stakes in a growing number of 
start-up or young businesses. Page 18 

Rate rise hits South African stocks 

An increase In official 
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Daimler-Chrysler jobs pledge 


Shareholders welcome merger as chairman promises 
to protect workers and Mercedes-Benz car brand 


f&mM Sa 


South Africa interest rates to South 

jSEaff store hdax Africa, triggered by the 

fragile rand, has cut a 

: : swathe through the 

9000 _ — y/^V Johannesburg stock 

7500 r — 4 exchange. For most of 

rooo -jj— this year, equities roared 

- 0500 — tr ahead as Investors dis- 

««oy counted a rosy Interest 

hopJl rate scenario. But that 

An 1998 Mar has changed with the 
Reserve Bank waging 

war on currency speculators. Analysts warn banks 
may have to raise lending rates to the public if 
currency market turmoil persists. Page 34 

AssiDoman may have to sell land 

AssiDomdn, the Swedish paper and packaging 
group, could be forced to sell some forestry assets 
to the Swedish state under a government scheme 
to repurchase forestry land. Page 18 

Matif to end open outcry trading 

Matff, France's derivatives exchange, said It would 
transfer all trading to its electronic platform next 
Tuesday, only six weeks after it introduced screen- 
based trading. Officials at Matif, Europe's fcxjrth 
largest exchange by volume, had expected the 
transition period to last much longer. Page 16 

Troubled rouble boosts dollar 

Crumbling confidence In the rouble helped the US 
dollar advance against European currencies as 
investors sought refuge in quality. Page 23 

US credit card issuers face trouble 

The US credit card Industry has been profoundly 
affected by the wave of mergers and acquisitions. 
Commercial and investment banks have taken 
advantage of the situation to realign their Industry. 
But credit card issuers face growing write-offs, 
harder competition and overcapacity. Page 17 

Support for Texas Utilities 

The $11 bn syndicated-loan for the acquisition of 
The Energy Group, the UK electricity supplier, by 
Texas UUBtles of the US has dosed with strong 
support from a syndicate of 48 banks. Page 22 
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By Qrabam Bomfey la Stuttgart 

Daimler-Benz shareholders 
yesterday welcomed the com- 
pany's merger with Chrysler 
as Jttrgen Schrempp, chair- 
man, promised there would be 
no job cuts and vowed to pro- 
tect the Mercedes-Benz car 
brand. 

Separately, German unions 
agreed that US car workers 
would be represented on the 
supervisory board of the new 
Daimler-Chrysler company. 

Daimler, Germany's biggest 
industrial group, told 14,000 
shareholders at its annual 
meeting In Stuttgart that sepa- 
rate talks were progressing 
with several truck-makers in 
Asia, ineiniiiny Nissan Diesel, 
the truck division of Nissan of 
Japan, about possible co-opera- 
tion and even acquisitions. 

Mr Schrempp indicated 
Daimler would take a stake of 
more than 50 per cent if it 
Herifteri on aw acquisition in 
Asia. 

He refused to give fresh 
details about the Daimler- 
Chrysler merger, saying more 
information would be available 
at an extraordinary sharehold- 
ers meeting in the autumn 
when shareholders could vote 
on the merger. But be tried to 
reassure those present about 

Hicks 
Muse in 
Argentine 
telecoms 
purchase 

By Kan Want In Buenos Aires 
and WUfcvn Lewis to New York 

Hicks, Muse, TTite & Furst - 
one of the biggest private 
equity firms in the world - 
yesterday joined forces with 
Republics Group, the Argen- 
tine banking and Investment 
concern, to take centred of CEI 
Citicorp, the Argentine tele- 
communications. cable and 
media bolding company. 

In the largest private equity 
deal ever done in Latin Amer- 
ica, Hicks Muse said that with 
some of its limited partners it 
had agreed to invest 5700m of 
equity capital to acquire 33 per 
cent of CEI. Hicks Muse is 
acquiring the shares from Citi- 
bank, fixe US hank, and Los W 
SA, an investment group con- 
trolled by Argentina's Werth- 
ein family. 

The deal eves Hicks Mnse 
four seats on the board of CEI 
and means that, together with 
Repilblica, the private equity 
firm will have a leading posi- 
tion in the Argentine telecoms, 
cable and media industries. As 
part of the deal. Republics is 
lifting Its stake in CEI to 
approximately 36 per cent and 
will also have four board seats. 
Citibank will continue to own 
20 per cent of CEI and approxi- 
mately 5 per cent will be held 
by Telefonica de Espana. 

Telefonica and CEI also con- 
trol Telfonica de Argentina, 
the telephony provider in the 
south of the country. 

Since its formation in 1988, 
Hicks Muse has completed, or 
currently has pending, deals 
with a total capital value of 
approximately $28bn. Hicks 
Muse has already invested or 
committed to invest more than 
$1.2bn of equity capital in 
Latin America but the CEI 
deal is the hugest non-US deal 
Hicks Muse has announced. 

Thomas Hicks, chairman 
and chief executive of the pri- 
vate equity firm, said he 
viewed CEI “as a unique 
investment opportunity and as 
a platform for further media 
and telecom Investments in 
South America". 

CEI was created by Citibank 
in 1987 as a vehicle to convert 
$lbn of sovereign Argentine 
debt into equity. Through a 
series of debt-equity swaps it 
acquired stakes in telecoms, 
gas and electricity utilities. 

1 and other privatised busi- 
nesses. 

However. CEI has recently , 
focused almost exclusively on ; 
building up .Its Argentine : 
media assets, steadily selling : 
off its other Interests. Last ! 
year it broke with Its Argen- 
tine media partner Grupo < 
darin. publisher of the world's 
biggest -selling Spanish lan- I 

guage daily paper, to create a 1 
separate media holding. CEI 
controls Cablevision. the coun- 1 
try's biggest cable television i 
provider with an estimated 32 ^ 
per cent market share. l 


jobs, potential damage to the 
company’s reputation and 
dropping the name of Earl 
Benz, one of the company's 
founders, from the title of the 
combined group. 

“Dae name Karl Benz will be 
prominently represented in 
our proud Mercedes-Benz 
brand all over the world,” he 
said. "Jobs in our new com- 
pany will not be at risk." 

Shareholders responded by 
standing to congratulate Mr 
Schrempp on the merger. 

1G Metall, the big German 
engineering union. Indicated 
that United Autoworkers, the 
US union, would take cue of 
three union places on the 
Daimler-Chrysler supervisory 
board. 

At present IG Metall has 
three direct representatives on 
the 20-strong supervisory 
board of Daimler-Benz. At 
issue was whether IG Metall 
gave iQ] one of these places to 
the US car workers' union. 

Daimler workers elect 
directly a further six members 
of the supervisory board. US 
workers in the combined 
group are not expected to be 
offered the Zhanna to partici- 
pate in fiTHng these places. 

Daimler revealed that strong 
growth in the US was the driv- 
ing force in its 22 per cent 


sales increase in the first four 
months of this year. 

The company lifted its reve- 
nue forecast for the whole of 
1998 to DM140bn (SSObn) from 
DMl34bn after sales reached 
DM43.8bn In the first four 

m onths 

In the US, revenues 
increased 38 per cent to 
DMl0.3bn, and the company 
sold 69 per cent more cars. 
Daimler said operating profit 
this year would grow more 
strongly than revenues. 

Mr Schrempp said board 
members were becoming 
keener on laun ching the May- 
bach, a luxury car which 
would compete with the Bent- 
ley and Rolls-Royce marques. 
A derision would be made in 
the next few weeks. ' 

He added that 300,000 cus- 
tomers had already shown an 
interest in the company’s new 
small Smart car, which Is to be 
introduced in the autumn alter 
delays. 

Revenues at Daimler-Benz 
Aerospace, a partner in the 
Airbus Industrie airliner con- 
sortium, rose 18 per cent to 
DM4.6bn in the first four 
months. New orders rose 191 
per cent to DMlOJbn. Sales of 
trucks grew 23 per cent to 
DM1 4.1 bn. Car sales increased 
23 per cent to DM19.9bn. 



El Nino 
wreaks 
havoc on 
fish meal 
industry 


By Gary Mead 


Doitole vision: Daimler chairman J Organ Schrempp yesterday Picture AP 


BRfTlSH AIRWAYS CHIEF DENIES DEPARTURE REPORTS AND POINTS TO BETTER PROSPECTS 


Ayling still optimistic as sterling 
and strike cut BA profits by 9.4% 


By Mchael SfcapMcar, 

Aero spa ce Correspondent 

A strike by cabin crew and the 
strong pound cut British Air- 
ways’ annual pre-tax profi ts by 
9.4 per cent to £580m last year. 
However, lower fuel prices and 
a cost-cutting programme 
helped limit the loss to less 
than the market had expected. 

Robert Ayling, chief execu- 
tive, said the weakening of 
sterling and the continued 
drop in fuel prices put the 
company in a "strong posi- 
tion" in the current year. He 
hoped regulators on both sides 
of the Atlantic would approve 
BA's planned partnership with 
American Airlines, in spite of 
a critical report from the US 
department of justice last 
week. The report said the 
planned alliance would “signif- 
icantly reduce competition". It 


said the US department of 
transportation should only 
approve the alliance if compet- 
itors were granted 336 weekly 
take-off and landing slots at 
London's Heathrow airport 

The airline has rejected simi- 
lar proposals from Brussels, 
hut Mr Ayling said he hoped 
regulators would come up with 
an acceptable set of conditions. 
BA would only go ahead with 
the alliance if it made commer- 
cial sense, he added. 

The airline also moved yes- 
terday to scotch reports that 
Mr Ayling was on his way out, 
possibly to a job in UK prime 
minister Tony Blair's govern- 
ment Sir Colin Marshall, BA 
chairman, said he expected Mr 
Ayling to be in the job a year 
from now. 

Mr Ayling said: “I haven't 
been asked to join the govern- 
ment. I don't expect to be 


asked and 1 don't seek to be 
asked." He did not have the 
“faintest idea" who was 
spreading rumours. “If you do 
this kind of job you get sniped 
at," be added. 

The reports of his possible 
departure followed his han- 
dling of last summer's three- 
day strike by cabin crew, 
which cut operating profits by 
£125m. Sterling’s strength 
accounted for a further £2QQm 
reduction in operating profits, 
which fell 7.7 per cent to 
£504m. Turnover rose 3.4 per 
cent to £8.6bn. 

Mr Ayling said industrial 
relations had improved sub- 
stantially since last year. The 
company held monthly meet- 
ings with trade union repre- 
sentatives. “We tell them as 
much about the company as 
we tell our managers," he said. 
The airline's efficiency pro- 


gramme, which aimed to 
reduce annual casts by £lbn 
by the turn of the century, and 
which sparked the cabin crew 
dispute, was already showing 
benefits. Although staff num- 
bers rose 2.6 per cent to 61,000. 
total employee costs fell 1.6 per 
cent to £2.?.ha. This reflected 
BA's success in reducing sala- 
ries for new recruits. 

The efficiency programme 
had so far achieved savings of 
£250m. This would translate 
into ETOQzn of annual savings 
by 2000-2001. Hie company had 
plans for a further £250m in 
savings. 

In spite of the profits fell, 
BA increased the full-year divi- 
dend by 103 per cent to I6.6p. 
Fully diluted earnings per 
share were down 173 per cent 
to 42p. 

Comment, Page 20 


The 1997-98 season for the 
global fish meal and fish oil 
industries will go down as the 
worst on record because of the 
El Nifro weather phenomenon. 

Peru, the world's biggest fish 
meal producer, recorded an 
anchovy catch In April which 
was 91 par cent lower than a 
year ago. 

“There have been major 
losses and redundancies. The 
industry is extremely 
depressed," said Dr Stuart 
Barlow, director general of the 
Internationa] Fishmeal and Oil 
Manufacturers Association 
(IFOMA). 

The Chilean anchovy and 
jack mackerel catch has been 
hit almost as much as Peru's. 
Both have suffered as a result 
of the unusually high tempera- 
ture of the upper levels of the 
eastern Pacific ocean. 

“The fish are there, but they 
have gone much deeper than 
normal, seeking cooler waters 
which are far below the reach 
of ships' nets. There is nothing 
to suggest that stocks are 
lower or that spawning has 
been interrupted," said Dr 
Barlow. 

Between 1991 and 1996 
Peru’s average annual fish 
meal production was 1.78m 
tonnes: this year, if the Peru- 
vian government permits the 
resumption of fishing, which 
has been suspended for much 
of this year, total production 
might reach no more than 
675,000 tonnes, according to 
IFOMA. 

Hie association predicts that 
total world production of fish 
meal In 1998 will not exceed 
4.5m tonnes, compared with 
6.5m tonnes In 1996. Fish oil, 
another by-product of the spe- 
cialised $3.7bn global fish meal 
industry, is also suffering - 
production is likely to be no 
more than 55 per cent of 1997’s 
1.3m tonnes. 

Inevitably, prices have 
soared. One year ago, fish 
mBal was quoted at $550 a 
tonne in Hamburg: today the 
figure is $680. Fish oil prices 
have risen from $525 a tonne 
this time last year to $740 a 
tonne. 

The biggest burden of the 
higher prices is likely to be 
borne by China's fish and poul- 
try formers. In 1997 China 
imported nearly lm tonnes of 
fish meal, accounting for one- 
third of the world's trade. 


Nissan posts loss 
of $102m as sales 
slip 14% in Japan 


r tppeers m 4 matter tf retard only 


By Mfchtyo Nakamotn ta Tokyo 

Nissan. Japan’s second-largest 
carmaker, yesterday unveiled 
; its fourth loss in five years 
because of sluggish sales in its 
main markets. 

The results contrasted 
sharply with the record profits 
announced last week by 
Toyota and Honda which 
enjoyed buoyant demand over- 
seas. 

Net losses for the group 
totalled Y14bn ($102m) com- 
pared with net profits of 
Y77.7bn previously, while sales 
were 1.4 per cent down at 
Y6.564.Sbn. 

Nissan said it aimed to 
break even, this year in spite of 
mnHnninp weak demand in its 
main Japanese market. The 
company forecasts lower sales 
of Y6,500bn but plans to 
improve profitability through 
a global restructuring pro- 
gramme that will slash staff 
and production and freeze 
investments outside Japan, 
except in the US. 

Kanemitsu Anraku, manag- 
ing director in charge of 
finance and accounting, 
blamed the company's losses 
on the sharp downturn In the 
Japanese market, a write-down 
in the value of its vehicle 
stocks in the US and valuation 
losses on its securities hold- 
ings. 

Hie net losses came in spite 
of YlOObn in cast cuts and a 
Y35bn windfall as a result of 
the yen's depreciation against 
the US dollar. 

The number of vehicles sold 
worldwide was down 5 per 
cent at 2£7 bl Domestic sales 
were 14 per cent down on a 
unit basis. 


Nissan suffered a Y80bn loss 
in the US after a disastrous 
marketing and car-leasing 
strategy combined with a lack- 
lustre product range to leave it 
with a stockpile of unsold cars. 

The company went heavily 
intn thp l easing market, only 
to be hit by a slide in used-car 
prices. 

In response. Nissan aims to 
slash debts by YLOOObn from 
Y2£00bn as part of a major 
restructuring. Hie company is 
also reducing the number of 
vehicle platforms it uses and 
reviewing its distribution net- 
work. It has virtually banned 
corporate hospitality, espe- , 
daily in the procurement 1 
department. U will slash : 
stocks by Y250bn and cut costs 
by YlOObn. 

As part of the restructuring 
announced last week, the com- 
pany has abandoned its target 
of achieving 25 per cent mar- 
ket share in Japan, and aims 
to focus on profitability 
inutoarf Nissan is aiming for a 
group profit-to-sales ratio of 
5 per cent in the year to 
March 2001 and 6 per cent in 
2003. 

• Isuzu Motor, the truck 
maker which is majority 
owned by General Motors, suf- 
fered a 37 per cent slide in 
group net profits to Y6bn. The 
fall in profits was blamed 
mainly on the economic down- 
turn in south-east Asia, where 
demand for trucks has 
slumped. 

Suzuki Motor, the smaller 
car and motorcycle manufac- 
turer, also saw profits foil 

for the first time in four 
years. 

European integration, Page 19 
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investment 
partner is 
chosen by 
enterprising 
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Thirteen yean ago, investing in a «ma1l 
PC dealer in a high risk sector was a 
bold move. 

Our commitment and advice, through 
four follow-on investments, has helped 
Computacenters management use their 
entrepreneurial and technical capabilities 
to turn their start-up into a £ I billion a 
year turnover company. 

Today, we have realised £150 million 
for part of our shareholding, retaining 
8.6% of what has become the largest 
venture backed company to go from 
start-up to IPO in the UK. 
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NEWS DIGEST 


GERMANY 

Commerzbank buys 30% 
of Korea Exchange Bank 

Germany's Commerzbank has agreed to pay S250m for a 30 
per cent stake in Korea Exchange wank, South Korea's 
largest in terms of assets. Commerzbank is the first foreign 
hanir to take a gi gntnpaqt stake In a Korean commercial 
bank. 

After the capital injection, the government will remain 
the largest single shareholder in KEB, which has been 
listed on the Seoul stock exchange since 1994. The German 
bank will be represented on KEB’s supervisory and man- 
agement boards. 

Commerz bank said the deal, under d iscussio n since last 
month, underlined its “conviction that Asia in general and 
South Korea in particular will show a positive develop- 
ment over the long term". Its stake is larger, and the price 
smaller, than was expected when talks were announced in 
April 

KEB was founded in 1987 as a state-owned foreign 
exchange and trade finance bank. It needed new capital to 
meet the Bank for International Settlements' capital equity 
ratio of 8 per cent by next month or face merger or closure 
under the terms of the International Monetary Fund's Kor- 
ean rescue package. 

Commerzbank already had a 27 per cent stake in Korean 
International Merchant Bank, in which KEB is the largest 
shareholder, and a representative office in Seoul. Contracts 
on the deal are due to be signed by the end of July. 

Clay Harris, Banking Correspondent 


AUTOMOTIVE COMPONENTS 


Visteon makes Polish buys 

Visteon. Ford's automotive components manufacturing 
subsidiary, has bought Polmot Praszka and Zem, two low- 
cost Polish components producers, in the company’s first 
acquisition since it was established as a separate operation 
last autumn. 

Polmot Praszka, in central Poland, makra brakes, alu- 
minium castings, suspension springs and on and water 
pumps, while Zem, in the south west, produces glass 
systems. Both companies were bought from the state by 
Polmot, a private company specialising in the motor indus- 
try, three years ago. The value of the transaction was not 
disclosed. 

John Kill, Visteon's manager for Europe, said yesterday 
his company was still evaluating the future role of the two 
Polish plants. However, the aim of the move was to 
develop Visteon's market presence in central and eastern 
Europe. Polmot Praszka already delivers components to 
Ford, Fiat and Daewoo. All have important manufacturing 
operations in Poland. 

Visteon, which reported sales of $17bn last year, owns 
the Alba works in Szekesfehervar in Hungary and Autopal 
in Nowy Jic'm in the Czech Republic. 

Christopher Bobinski, Warsaw 


NETHERLANDS 


NCM doubles despite Asia 

NCM. the Dutch export credit insurer in which Swiss Re is 
tnWng a majority stake, more than doubled net profits last 
year from FI 14.2m to FI 30.2m ($15m). While the previous 
year was affected by reorganisation costs, the latest result 
came in spite of a FI 34m provision against risks in Asia. 

Maarten Hulshoff, chairman, said risk assessment and 
control was becoming increasingly difficult as economies 
Interlinked. The millennium problem and the arrival of the 
euro, as well as technological developments in industries 
such as food, added to the uncertainties. 

NCM, which controls the UK's former Export Credit 
Guarantee Department, last year acquired EKR, its Danish 
counterpart Gordon Gramb, Amsterdam 


OERUKON-BUEHRif 


Bally IPO planned 

Oerlikon-Buehrle plans to makr* an initial public offering 
for its Bally unit this year, in spite of last year’s rejection 
by the majority shareholder of attempts at a flotation, by 
Ernst Thomke, former Bally chief executive. 

Mr Thomke last year resigned as chief executive after 
his plans for a partial flotation of the luxury shoe company 
were rejected by the majority shareholder, Hortense Anda- 
Buehrle, the daughter of Oerlikon-Buehrle's founder. 

At Buehrle's annual shareholders' meeting, the Swiss- 
based company also said it planned to focus largely on its 
technology activities - represented by its Balzers and Ley- 
bold division. Furthermore, the company said it planned to 
eventually float its property activities. 

In spite oF the flotation of Bally, IHAG Holding, which 
represents the Buehrle family, would keep its investment 
in Oerlikon-Buehrle, it said. 

Oerlikon-Buehrle said IHAG Holding had 37 per cent of 
its voting rights. Other institutions which vote in an IHAG 
pool hold 14 per cent, for a total voting majority of 51 per 
cent. AFX, Zurich 

Comments and press releases about international 
companies coverage can be sent by e-mail to 
niternational.cornpamcsifljtcom 
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TAKEOVERS BANKING AND INSURANCE GROUP ASKS DIRECTORS FOR BACKING. AND HINTS IT MIGHT TOP ABN AMRO COUNTER 


Fortis urges Generale to 





By Nefl Bocfctey in Brussels 


Fortis yesterday called on 
directors of Generale de 
Banque, Belgium’s biggest 
hank, to recommend its take- 
over bid to shareholder - 
and hinted It might still top 
Tuesday's counter-bid by 
ABN Amro of the Nether- 
lands. 

The Belgo-Dutch banking 
and insurance group made 
clear it was pressing ahead 
with takeover plans for G6n- 
ferale in spite of the surprise 
higher bid from ABN Amro, 
and strongly defended its 
offer during its annual 
Bhare holfleni* meeting. 

Maurice Lippens, Fortls’s 
Belgian chairman, also 
opened the door to the possi- 


bility of increasing last 
week’s 7-fbr-3 share offer. 

He suggested after the 
meeting that there were 
occasions when Fortis could 
relax Its rule that all acquisi- 
tions should immediately 
enhance earnings. 

“We have always said we 
would not make an acquisi- 
tion that would dilute earn- 
ings per share. But on occa- 
sions when the opportunity 
Is too good to he true, 
we could consider changing 
tha t " Mr Lippens s?i d- 

B3s message that Fortis 
was not withdrawing set 
the stage for Belgium’s 
first takeover battle since 
Carlo De Benedetti's failed 
1988 bid for Soctete Generate 

de Belgique - Generale 


de Banque's parent 

Mir Lrppens’s call to Getier- 
ale's board to support the 
Fortis offer came hours 
before the board, met to con- 
sider both competing bids. 
Jan Kalff, ABN Amro chair- 
man, presented his plans to 
the board after meeting 
Jean-Luc Dehaene. Belgian 
prime minister, bthI Philippe 
Maystadt finance minister. 

Directors issued no opin- 
ion last night, but plan to 
make a statement after 
another meeting on Friday. 

Mr Lippens told Fortis 
shareholders that while ABN 
Amro's bid was IS per cent 
higher than that of Fortis, 
based on Monday’s closing 
share price, price 
movements on Tuesday M 


narrowed the gap to 7 per 
rsTit- if ABN Amro sham 
continued falling while 
Fortis shares rose. Fortis' s 
offer could end up worth 
more. 

ABN Amro is offering 19 
ordinary shares plus 
BFrt.OOO ($246) per G6n£rale 
share. 

He added that Fortls’s plan 
would make G£n£rale the 
“motor" of the group’s 
banking activities. 

“Generate de Banque 
would be the mother bank of 
Fortis's banking group,’' Mr 
teppeos said. 

“It would integrate, all the 
other banking activities, 
with a decision-making 
centre in Belgium, in a very 
clear way, not as a division 


or a sub-division'of [another] 
bank." 

Asked if Generate 
shareholders would not 
simply choose the highest 
bid. Mr Lippens suggested 
the directors had to decide 
which offer was best for the 
bank's future, and advise 
their shareholders. Mr 
Lippens received backing 
from SociSte Generate de 
Belgique, which has agreed 
to cate its 29J2 per cent stake 
in the bank to Fortis. 

Viscount Etienne 
Davignon, SGB chairman, 
said that white it wouldbe 
“irresponsible” to prejudge 
the view of others, he still 
supported a Fartis-Gdnfirale 
merger. 

“We find the Fortis Offer is 


better as fer as the idea we 
have for the development of 
the bank." Mr Davignon 
said. -“In the ABN Amro 
case, the bank would become 
a subsidiary of ABN Amro. 
In the Fortis hypothesis, we 
would have a bank which 
would not be a subsidiary of 
anyone. That .is a 
fundamental difference.” 

Fortis yesterday 
“sharpened” its 1398 results 
forecast, saying it now 
. e xpect ed an increase of at 
least 10 per cent in net 
profits. That followed a 
strong first-quarter 

performance, with net 
profits u p 21 per cent to 
Ecu248m ($273m). 


See Observer, Page 13 


French bank 
claims end to 
forced disposal 


By Andrew Jack in Paris 


Credit Lyonnais, the French 
state-owned bank. is 
unlikely to sell any of its 
domestic subsidiaries or 
operations in order to meet 
the terms of its new rescue 
plan, a senior executive 
indicated yesterday. 

Disposals of assets worth 
FFr35bn (JSUbn) in France - 
which were imposed in a 
decision by the European 
competition authorities last 
week - will probably largely 
take the form of a reduction 
in the bank’s lending 
portfolio, Jean-Yves 
Durance, head of the 
domestic banking network, 
said. 

IBs comments came after 
the European Commission 
approved a plan for Credit 
Lyonnais that may 
ultimately cost the French 
taxpayer up to FFrl47bn, 
and which imposes new 
commercial penalties on the 
hank as well as an obligation 
that it be privatised by 
October next year at the 
latest 

Mr Durance confirmed 
that as a result of the plan, 
the bank will be required to 
cut the number of its 
agencies from 2,040 to L850 
by 2000. 

However, he said that 
some could be reclassified or 
combined with existing 
back-office or corporate 
offices. 

Other agencies - in towns 
with more than a single 
outlet of the bank - would 
he closed, continuing a 
process Credit Lyonnais and 
its rivals have been 


undertaking over a number 
of years. 

He said the bank had lost 
than less than 30 per cent of 
the clients in the 200 
agencies it had closed ova 
the past three years. 

Mr Durance ruled out the 
purchase by other hanks of 
the Credit Lyonnais 
branches targeted for 
closure, adding that he 
periodically received phone 
calls from his competitors 
expressing interest in 
bidding for some parts of 
the network. 

He said that a cap on 
lending growth imposed by 
Brussels would not provide a 
constraint for individual 
clients, and that the 
bank would seek to use 
securitisation or 
partnerships with other 
financial institutions to 
ensure that it respected the 
platform far landing to its 
corporate clients. 

In spite of regular 
complaints by France's 
commercial hanks about the 
competitive distortions of 
the m ritualist sector, Mr 
Durance said the retail 
banking business was 
currently generating a 
return an equity of 15 per 
cent, and he had an 
objective of 25 pa cent in 
the coming two years. 

He estimated that the 
negative publicity 
surrounding the bank ova 
the past five years had 
cost it less than 5 per 
cent of its clients, and 
that since the middle of 
last year, its domestic 
market share had begun to 
increase. 



Lukoil, Oneximbank to 
develop joint strategy 


ByCtirysfia Freeland hi Moscow 


Lukoil, the Russian oil 
group, and Oneximbank. (me 
of the leading financial 
groups, yesterday agreed an 
alliance that signals the 
emergence of a new finan- 
cial-industrial behemoth. 

Although the agreement 
falls short of a merger or 
share swap, the two groups 
said they would cooperate 
in financial services and oQ 
and develop a joint strategy 
for defending their political 
interests. 

Vagit Alekperov, head of 
Lukoil, said last week he 
would like' to purchase 
Sidanco, an oil company in 
which Oneximbank owns a 


controlling stake. However, 
yesterday he backed off, say- 
ing he would focus on co- 
operating with Oneximbank 
far now. 

The alliance could raise 
questions for the foreign 
allies of the two Russian 
groups. Oneximbank last 
year formed a strategic part- 
nership, with British Petro- 
leum, wh&h owns 10 pa 
cent of Sidanco; Lukoil has 
teamed whh . Atlantic Rich- 
field, the US ofl company. 

However. .. Vladimir 
Potanin, (above) head of 
Oneximbank, said the Lukoil 
alliance would not jeopard- 
ise the BP relationship. 

“We view Sidanco as a fee- 
tor of strategic partnership 


with British Petroleum, and 
we are conducting all our 
negotiations in consultation 
with our partner,” he said. 

The two partners said they 
would bid separately for Ros- 
neft, the largest Russian oil 
company yet to be priva- 
tised. Oneximbank said it 
would consider bidding for 
Rosneft with BP; Lukoil said 
any bid would be as part of a 
consortium with Gazprom, 
th B Russian gas giant, and 
Royal Dutch/SheR 

The government's high- 
profile sale of Rosneft ended 
with embarrassment on 
Tuesday, when no bidders 
offered to buy the company 
at the SLlbn starting price 
for a 75 pa cent stake. 


Iberdrola to invest over $2.5bn abroad 


By David Wide, BAao 


Iberdrola, Spain's second 
largest power group, plans 
foreign investments worth 
more t han $2L5bn over the 
next four years to build on 
its recent moves into Latin 
America. . 

Javier Herrero, chief exec- 
utive, said the group aimed 
to convert itself into “a 
global operator of energy 
services". 

Iberdrola has already 
invested over Ptal50bn 
($997m) in Latin America. 
This includes Ptal30bn last 


yea, mainly in Brazfi, where 
it has become the industrial 
partner in two regional 
power companies - Coelba 
in Bahia state, and Casern in 
Rio Grande do Norte. 

In alliance with Spain's 
Repsol and Gas Natural 
groups,' it also took stakes 
in two gas companies 
supplying Rio de Janeiro, as 
well as in two gas companies 
in Colombia. 

It previously established 
footholds in Argentina, 
Bolivia and Chile. 

Mr Herrero said the inter- 
national investment drive 


swould involve about 
■PtalOObn a yea until 2001, 
with half the total coming 
from the Spanish parent 
group. 

Its diversification arm, 
with interests taking in tele- 
communications and aero- 
space, would from finance 
its own investment pro- 
gramme, he said. 

He was outlining Iberdro- 
la's plans ahead of its share- 
holders' meeting , on Satur- 
day, at which it is proposing 
to raise its annual dividend 
from Pta70-39 to Pta74 per 
share. 


The group- increased net 
profits by 5 pa cent last 
year to Ptal0l-5bn in spite of 
a 3 pa cent cut in Spanish 
electricity prices, part of an 
agreed transition plan fa 
deregula ti ng the sector. 

• Operating profits were 
almost 2d per cent down, 
partly because of a sharp 
increase in the compensa- 
tion it had to pay to other 
electricity companies for its 
relatively low production 
costs. 

This compensation system 
has been stopped under the 
deregulation plan. 


First -quarter net profits 
woe more than 7 per cent 
qp at Pta34L5bn. Mr Herrero 
said that Iberdrola, relying 
more on hydroelectric and 
nuclear power than other 
Spanish generators, would 
now be able to take full 
advantage of low fuel costs 
and Operating margins 27 
per cent above the average 
for the sector. ; 

Iberdrola, formed by a 
merger in 1981, had a 30 pa 
cent share of Spanish power 
generation last yea, and 39 
pa cent of electricity bil- 
lings. 


Matif to 

end open 

outcry 

trading 


By Edward Luce 


Matif, France's derivatives 
exchange, said yesterday it 
would transfer all trading 
exclusively to its electronic 
platform next Tuesday, just 
six weeks after it introduced 
screen-based trading. 

The speed of the move, 
which came after strong 
pressure from market partic- 
ipants, took some by sur- 
prise. 

Officials at Matif. Europe’s 
fourth largest exchange by 
volume, said they had expec- 
ted the transition period to 
last much longer; the 
exchange expected the 
“hybrid trading” system of 
open outcry and screens to 
last for at least 12 months. 

The transition took less 
than SO trading days, with 
the proportion of contracts 
traded on “open outcry" 
down to about 1 pa cent this 
week. 

The move is likely to have 
strong implications for the 
London International Finan- 
cial Futures and Options 
Exchange, which plans to 
move to a hybrid system 
within 12 months. 

Liffe, Europe’s largest 
exchange, believes that 
“open outcry” is still a supe- 
rior form of trading for cer- 
tain types of contract, espe- 
cially futures and options on 
short-term interest rates. 

However, the volume of 
trading in the Matif future 
on Pibor, its three-month 
interest rate contract, moved 
as quickly to the screens as 
the other -futures and 
options contracts. This sug- 
gests the market has opted 
decisively for electronic trad- 
ing on all types of contract 

Matif. which has a strate- 
gic alliance with Eurex, the 
product of a merger between 
the Deutsche Terminborse 
and SoSex, the German and 
Swiss derivatives exchanges, 
says its electronic system 
can cope with the complexi- 
ties of trading on shorter- 
term contracts. 

The system - known as 
NSC-VF - was pioneered by 
SBF, the French stock 
exchange that owns Matif. It 
is considered an improve- 
ment on older electronic 
systems, because it enables 
users to interface with other 
electronic systems. 

Liffe is also developing an 
“open architecture” elec- 
tronic system known as Liffe 
Connect 
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Royal PIT Nederland NV toizh ia registered office in Gr o ning e n , 7V Mwhgimfc 


Second 1997 ■ 
interim Dividend 


With reference to the advertisement 
dated April 8, 1998 regarding 
payment of die second 1907 interim 
dividend, the Board of Management 
of Royal PTT Nederland NV (KPN) 
hereby announces that the number of 
dividend rights ^witling shareholders 
to one new ordinary shore of NLG 10 
par value has been set at 59. 

Basad on the dosing pries of 
NLG 112.90 on May 20, 1998, 
i/59 represents a value of NLG 1.91. 
This is 432% less than NLG 2, the 
value of die second interim dividend 
in cash. 


Payment of tha (hvidend in cash and 
delivery of shares in connection whh 
stock dividend conversion will start 
May 25, 1998. 


The Board of Management 

Grottbtgtn, M<xy 20, 1998 
7 



ROBERT FLEMING CAPITAL LTD 
guaranteed by Robert Fleming & Co Ltd 
DEM 400.000.000,- 

Floating Rate Senior Notes of 1997/2002 
• WKN 194 275 • 

We are pleased to inform you that the interest rale of the above 
mentioned issue for the interest period from Mny 20th, 1998 
.{including) to August 20th, 1998 (excluding) (92 days) ha? been 
fixed on May 18th, 1 998 by Morgan Stanley Bank AG, Frankfurt am 
Main, as interest determination bank ax 3,68750% per annum. 
Therefore, the interest accrued for this' period and payable on 

August 20th, 1998 will amount to DEM 9,42 per DEM 1,000 note. 

Frankfurt am Mato, May 18th, 1998 
Morgan Stanley Bank AG 


i ItotiCT of Redemption of tha 1 1 Dina 

TMC Mortgage 
Securities No. 5 PLC 

(A company tataponfedidh Anted 
flsbtiy in England and Wste) 
Mortgage Backed Raa&ng Rate 
Notes due 2015 
pnenotetf) 

NOTICE Is hereby given that in 
a ccadance wttti CondMon 5(c) of 
the Terms and ConcHara of the 
Nates, TMC Mortgage Securities 
No, 5 PLC wB redeem d out- 
standing Notes on June 30, 1S08. 
The Notes nil be redeemed at 
their Principal Amount Outstanding 
together write Interest accrued to 
June 30,1988. 

BiMvtXteBm* Station 
May 28,1996 


Nrttoe of Redemption of the Notes 

TMC Mortgage 
Securities No. 1PLG 

(AcBaptetytaeapBatad w tSilmted 
UWy *1 England and UMia) 
Mortgage Backed Floating Bate 
Nctasduean# 
(■nutated) 

NOTICE to hereby given hat, in 
accordant* with Condition 5fo) of 
tits Tern and CondHora of tea 
Notes. TMC Mortgage Sacurides 
No. 1 PLG w« redeem al out- 
starring Notes on Jure 30, 19B& 
The Notes wO be redeemed at 
On* Principal Amount CMtiWring 
together mAh Interest accrued to 
June 90, 1898. 
HMnHtoMtiBtaKtei . 

May 28. 1698 -V 



ETBA 

Finance 


ECONOMIC & niANCIAL SERVICES SLA. (tonnarfy GREEK EXPORTS &AJ 


NOTATION FOR EXPRESSIONS OF NTEREST 
M PURCHASING TOE ASSETS OF 
“BJTE VBJJWSE - TOUflSi; COMMERCIAL MARITIME, 
CONSTRUCTION AM> HOTB-SJL" 


ETBA FINANCE ECONOMIC & FINANCIAL SERVICES 8 A, estabUhed In 
Athens (1 Eretotihenoua a), as spatial fi/tnktaftr of -ELITE VILLAGE - 
TOURIST, COMMERCIAL. MARITIME, CONSTRUCTION AND HOTEL SA." 
which has bean pitted muter spatial liquidation by Dadston No. 17S/1S97 of 0 m 
N sMon Court of Appeal and within Dm fr arn awoth erf artida 40a ti Law 
1 002/1990, as supplanianiad by artdta 1« ol Law 2000/1 9S1 and Its amendments 
MOTES 

interested partes to express Bielr manat in pretesting the assats of -BJTE 
VILLAGE - TOURIST, COMMERCIAL, MARITIME, CONSTRUCTION AND 
HOTEL SA.* by submitting wAhin twenty (20) days bom today, a written, non- 
tinting expression of Merest. 


-ELITE VILLAGE - TOURIST. COMMERCIAL. MARITIME. CONSTRUCTION 
AND HOTS. SA." dans end runs the A Ctass ELITE VLLAQE hotel compta In 
ttia Varga dtetrtct ol Katemata, started on a plot of toad 23J00 m* to area wkh a 
capacity at abore 172 tafe. 

Tha total unB contitu of a contra! btiBdng ar r an ged lor use as a c antoance 
centre and 13 bungtiow*. There are tiro two swimming pools, a ohUdrerfo 
playground. on open-air bar and roof-gardon, an todapendenl entertainment 
centre etc. A detafled d esa to U on or the above b contained In tha ottering 
Menoranduni wttti to neaabte to interested partes. 

A d ataB ad d es cripti o n of tha above Is contained In the Ottering Memorandum 
wtfch h iwflable to Initwri par tie s . 


1. An Ottering M em o ran dum has been drafted by the gqtidBar wttt a detafled 
description of the total assets ter sate and any otiter supplementary 
Moaration that may be taste to toe prospective buyer, 

.2. Prospecti v e boyars, on signing a conBdentiaRy agreement, may race** die 
Ottering Memorandum from the office* ol dw Sqtidtifng company. They wfl 
else hmre access to any titter stfanttalicn titay may require and be tide to 
visit toe premises ti the consrany under Iquldtikm. 

3. Tha procedure tor conducting the. auction tor tea tighaat bidder wffl be 
puMshed within Die legal time htths and In the same newspepan In which the 
present nvStikst has appeared 

For tlrrther tafotmtikm. [nMraead parties mqy apply to 
ETBA FINANCE SJL, 

1 EraaraUuMcua S Vtee. Conaaniriou Streets, Athens 116 3S, Greece, 

• tti. (Ml) 72KK10, 7280278 and teK (3W) 7260864, 
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Delays to new 
Boeing 737 


By Christopher Parkes 
Id Los Angeles 


Airlines waiting for 
deliveries of Boeing's new 
version of the 737 commer- 
cial Jet face delays at least 
for the rest of the year, the 
company said yesterday. 

A recovery plan following 
severe production disruption 
is slightly ahead of schedule, 
but efforts to ramp up out- 
put of Boeing’s most popular 
aircraft still represent the 
greatest risk to its success, 
according to Ron Woodard, 
bead of the commercial jet 
division. 

The group said it would 
know if it had the situation 
under control by next 
month, when it aims to 
move to the next stage of 
recovery and step up produc- 
tion further. 

Unused capacity in former 
McDonnell Douglas factories 
in California had been 
pressed into service to help 
ease the pressure on plants 
around the group's head- 
quarters in Seattle. 

Two 737s were in the Anal 
stages of production at the 
Long Beach works, and 
a decision would be taken 
In the summer whether to 
shift some final assembly 


work south. Mr Woodard 
said. 

The company, which is 
doubling 737 production to 
14 a month, had delivered 
189 commercial jets of all 
types so far this year, and 
expected this to increase to 
250 by the end of Jane and 
550 for the full year. 

By then, it aims to have 
raised 737 output to 21 a 
month, with monthly pro- 
duction of the 747 expected 
to increase from four to five. 

But Mr Woodard hinted 
that plans for the jumbo 
might yet be affected by the 
Asian economic crisis. No 
review was expected until 
mid-1999, but the company 
had detected some “down- 
ward** tendencies in demand. 

Recovery from a produc- 
tion crunch last autumn, 
when labour and parts short- 
ages created near-chaos in 
Boeing factories, has been 
dogged this year by demands 
from European and US avia- 
tion regulators for changes 
to the 737. 

As a result of demands for 
the addition of extra emer- 
gency exits and the redesign 
of some components, the 
delivery of more than GO 737s 
was delayed by the need for 
retrofitting. 


Thyssen, CSN 
in Brazil move 


By Jonattuin Wheatley 
biSao Paulo 

CSN, Brazil's biggest steel 
group, and Thyssen Krupp 
Stahl of Germany, the 
world's third biggest, are to 
form a joint venture to make 
galvanised products for the 
motor industry m Brazil and 
the Mercosur countries. 

The announcement follows 
the failure of the two to 
secure minority stakes in 
Acesita and CST. two other 
Brazilian steelmakers. 

The stakes were bought on 
Monday by Usinor of France 
for R$720m tUS*625m) in 
what was seen as a first step 
towards restructuring in the 
industry. 

CSN and Thyssen will- 
invest S2S0m in the venture, 
known as GalvaSud, to begin 
Operating in 2000 with an 
annual capacity of 350,000 
tonnes. 

CSN will have 51 per cent 
of its capital, but the 
companies will have equal 
control of management. 

CSN said the deal was part 
of a strategy to bring 
advanced technology to 
Brazil through partnerships 
with foreign groups. 

The company said it was 
close to reaching agreement 


with Nucor of the US on a 
$700m investment to build a 
steel mill in the country’s 
north east 

It was also in talks with 
IMSA of Mexico on a cold 
and galvanised steel unit. 

CSN appeared to put a 
brave face on its failure to 
secure the stakes in Acesita 
and CST. welcoming Usinor 
to Brazil 

Analysts say the arrival erf 
the French group threatens 
the current dominance of the 
Brazilian market for 
intermediary and some 
speciality steel products by 
CSN and Usiminas, Brazil's 
second biggest steel 
company. 

Usinor said it would press 
ahead Miritbi plans by CST to 
expand annual production of 
steel slabs from 3m to 4.5m 
tonnes and begin producing 
value-added hot milled 
products from 2000. 

Investment in Brazil's 
steel industry has been held 
back by its complex 
ownership structure and 
lack of global operators. 

Holders of minority stakes 
in several steel companies, 
including pension funds and 
iron ore group CVRD, are , 
understood to be preparing , 
to dispose of their interests. I 


NEWS DIGEST 


STEEL 


Ispat, Inland reach final 
agreement on $1 .4bn deal 

Ispat, the international steel producer, and Chicago-based 
Inland Steel said yesterday they had reached definitive agree- 
ment on a Sl.43bn deal under which Ispat will acquire 
Inland's steel manufacturing operations. The transaction was 
first announced in outline form in March, with the two compa- 
nies saying they hoped to close the transaction in the third 
quarter of 199B. However, Robert Da mall, Inland chairman, 
said yesterday the final agreement contemplated closing the 
on June 30. assuming all remaining conditions are met ^ 
inland added that it planned to return a "significant portion" 
of the net proceeds from the sale of the manufacturing 
operations to shareholders by holding a tender offer to buy 
back Its own shares. “The tender offer will take the form of a 
Dutch auction and should be completed about one month 
after the auction begins," it said. Once the tender offer « 
completed. Inland will then merge its remaining assets into 
RyersonTuli. its 87 per cent -owned metals distribution sub- 
sidiary which is already listed. Nikki Tait. Chicago 

INFORMATION SERVICES 

Acxiom to buy May & Speh 

Aouom, the Arkansas-based data inforniatton and mailing list 
provider, yesterday confirmed it was acquiring Illinois May & 
Speh, for about $625m, in a share “Change i Uke 
Acxiom, which has operations throughout the USand the UK, 
May & Speh specialises in providing direct , ™keting end 
Information technology outsourcing - 
suiting, data warehouses design, and list processing. The 
Is the latest In a series of consohdatoTrncwes In the 
base marketing services business. Niida ia« 

PACIFIC ENTERPRISK/ENOVA 

FERC approves $6.6bn merger 

The Federal Energy Regulatory Commission flaw 
approval yesterday to the S6.6bn merger of uHiHv In 

^ndS^Tcon. which win “f ^ 

the US In terms of customer accounts. Pacific Ent^r^ 
Enova said they plan to begin operating as atwmpaw 

which wHl be known as Sempra commie- 

- The merger stilt needs Securities 
son approval. Enova is an energy ys wrd Mooco- 

Ing electricity, gas and other product* 

Pacific Enterprises Is an ZSSSnSS gas 
Southern California Gas unit is the nation s arg 

distributor, Reuters, Washington 


US credit card issuers braced for trouble as write-offs grow 

Rising losses, harder competition and overcapacity have affected the direct marketing companies most of all, writes John Authers 

N o sector of US finan cial were written off in the first |K direct marketing rather than lace of strong direct market' 

services has been more quarter of 1996. but this rose z~ ^ T -l” MU>> ai l ” K5 using local branch networks. Ing from home equity lend 

profoundly affected by to 5-96 per cent by the third ^ emerging top ten But ennsnfidatian will also ers nfferim* hnrrmv^rs tin. 


N o sector of US financial 
services has been more 
profoundly affected by 
last year’s wave of mergers 
and acquisitions than the 
credit card industry. Since 
the beginning of 1997. four of 
the 10 largest credit card 
issuers have changed hands. 

Once pending deals are 
completed, the biggest 10 
issuers will account for 72 
per cent of outstanding US 
credit card debt (or 
$309.4bn). up from 64 per 
cent a year ago, while the 
biggest three have 38 per 
cent, up from 30 per cent, 
according to the RAM 
Research Group. 

But the forces driving con- 
solidation for credit cards 
vary starkly from those driv- 
ing the rest of the industry. 
While commercial and 
investment banks have 
taken advantage of almost 
perfect conditions to realign 
their industry, credit cards 
have stumbled into trouble. 

Credit losses have 
increased, against the trend 
for all other categories of 
loan, spurred by the record 
rates of personal bankruptcy 
in the US. 

According to Salomon 
Smith Barney’s composite of 
35 issuing companies. 4.36 
per cent of credit card loans 


were written off in the first 
quarter of 1996, but this rose 
to 5.96 per cent by the third 
quarter of last year. After a 
dip, the charge-off rate rose 
to 5J>4 per cent in the first 
three months of this year. 

Meanwhile, the industry 
has suffered from the effects 
of too much competition. 
Supply of credit cards now 
plainly exceeds demand. 
Issuers have been forced to 
make more generous offers, 
lowering interest rates and 
adding extra incentives such 
as air miles. This has eaten 
into their profit mar-pine 

Worst affected have been 
the “mono-line" issuers, 
which rose to dominate the 
industry using direct mar- 
keting and sophisticated sta- 
tistical models to target spe- 
cific customers. 

With no overheads from 
large branch networks, and 
cheap finan ce open to them 
by securitising their loans 
on the capital markets, these 
companies were able to 
undercut traditional banks. 

At the start of last year, 
specialists accounted for six 
of the 10 largest issuers. 
MBNA America, First USA, 
Household, AT&T Universal, 
Advanta and Capital One 
were all issuers without con- 
ventional branch networks. 
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But many of the credit 
card accounts controlled by 
these companies have now 
returned to conventional 
banks. Since January last 
year. First USA has been 
sold to Banc One, the Colum- 
bus-based regional bank 
which was keen to shore up 
its own weak credit card 
business, for $7.3bn. 

AT&T sold its credit card 
business to Citicorp for 
about $4bn, while Advanta's 
lossmaking credit card port- 
folio was sold to Fleet Finan- 
cial, the largest New 
England bank, for a pre- 
mium of about $500m. 


Other reshuffles in the 
industry saw Banc One and 
First Chicago NBD, both 
conventional banks with a 
heavy commitment to credit 
cards, merge to become the 
second largest issuer, while 
Bank of New York quit the 
business by selling its card 
portfolio to Cbase Man ha t- 
tan. Household, one of the 
largest mono-lines, bought 
Beneficial, a consumer 
finance company with inter- 
ests in credit card and home 
equity loans, for 583bn. 

Economies of scale are 
important in credit card 
operations sold nationally by 


direct marketing rather than 
using local- branch networks. 
But consolidation will also 
allow issuers to reduce the 
industry's capacity. 

Overcapacity is evident 
from the falling response 
rate to the industry's blan- 
ket mailings of credit card 
solicitations. According to 
Salomon Smith Barney, cus- 
tomers' response rate to 
these mailings has fallen 
from a high of 2.8 per cent in 
1992 to 1.3 per cent last year. 

A further problem is the 
reduction in loDg-term 
demand for credit card 
debt. Gary Gordon, analyst 
at Paine Webber, said credit 
card debt would no longer 
rise faster than the level of 
overall consumer debt, sug- 
gesting this had happened in 
the past “because credit card 
issuers steadily widened the 
pool of consumers they were 
willing to lend to”. 

He added: “That growth 
opportunity has largely 
ended in the US because 
nearly everyone today gets 
solicited, including children, 
pets, portfolio managers and 
the recently bankrupt." 

He suggested the credit 
card might be losing its sta- 
tus as the most popular form 
of short-term debt, in the 


lace of strong direct market- 
ing from borne equity lend- 
ers offering borrowers the 
chance to consolidate Lheir 
debts at lower rates of inter- 
est. These also benefit from 
low overheads, with market- 
ing done via toll-free num- 
bers, and television advertis- 
ing normally fronted by 
former spurts stars. 

Oliver Wyman, the New 
York-based specialist bank- 
ing consultancy, pointed out 
that the mono-line issuers 
had suffered tbe greatest 
increases in bad debts. This 
might be because “the indus- 
try centre of gravity has 
shifted". 

According to the consul- 
tancy. higher-income house- 
holds have reduced their 
consumer debt, while fami- 
lies earning less than S25.0U0 
a year have increased theirs. 

This sbift has lowered 
average credit quality and. 
combined with other factors 
such as the liberalisation uf 
the US bankruptcy code, 
sent the mono-line compa- 
nies' models awry. 

But the consultancy 
makes clear the problem 
with the models is not a 
“fatal flaw", and the difficul- 
ties of the mono-line issuers 
are only a sign of the evolu- 
tion of credit card business. 


ADDING VALUE 
ACROSS the BOARD: 

TO SHAREHOLDERS, 
EMPLOYEES AND THE COMMUNITY. 




• + Established in 1926, weir Turkeys oldest and largest business * Were one of Turkey’s Largest corporate tax payers, 

f group with a consolidated turnover of USS 5.8 bn. 

* Through our foundations, wc also operarc schools and 
5 * In 1997. our income before tax, monetary adjustment and hospitals, and offer generous scholarships to bnght students 


minoritv intcrcsr exceeded USS 1 bn. 


with limited means. 


■> Ko^ Group foundations and family contribute to rhe 
community; promoting healthcare, preserving cultural 
heritage and protecting the environment. 

* We own 3 of Turkey's rop 1 0 most recalled consumer brand'. 
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FINLAND MANUFACTURER IN LINK-UP WITH JAPANESE GROUP TO EXPLOIT RISING DEMAND FOR LIFTS AND MOVING WALKWAYS 


Kone, Toshiba unveil global alliance 


By Tim Bart 
fa Stocktofa] 


Kone of Finland, one of the 
world’s largest elevator and 
escalator manufacturers, is 
forging a global alliance 
with Toshiba, the Japanese 
electrical equipment and 
electronics group, to exploit 
rising international demand 
for lifts and moving walk- 
ways. 

The Finnish company - 
currently the largest pro- 
ducer of escalators and the 
world’s number three in ele- 
vators - said the partnership 


signalled growing consolida- 
tion in the sector and hinted 
that it could be followed by 
further cross-border 
aSianoes- 

“We believe global consoli- 
dation will happen and we 
want to be active in that sit- 
uation.” said Anssi Soil a, 
president of Kone. In addi- 
tion to conventional acquisi- 
tions, you have to use inno- 
vative methods to join 
forces.” 

Together, Kone and Tosh- 
iba's elevator and escalator 
arm are expected to chal- 
lenge the market dominance 


of Otis of the US and Schin- 
dler of Switzerland, the 
world's two leading elevator 
producers. 

The combined operation 
will produce about 30,000 ele- 
vators and escalators a year 
and boast annual sales of 
FMl7bn (53.21m). of which 
Kone would contribute 
FMl3bn. 

Mr Sofia said the two com- 
panies would control 14 pm* 
cent of the world market, 
worth an estimated $i0bn a 
year. The partnership is ini- 
tially expected to focus on 
Japan and China, two of the 


fastest -growing markets. 

Industry analysts yester- 
day sug ge s t ed that the Aslan 
market, led by Japan, was 
growing at about 10 per cent 
a year, compared with more 
moderate growth of 5-7 per 
cent in North America, and 
fiat itonand in Europe. 

"Ms is a natural step far 
Kone and could prove the 
first step towards a merger 
of their elevator operations," 
said one analyst 

In the first stage of the 
alliance, Kone has agreed to 

Hrwim fts new hoisting tech- 
nology to Toshiba, while the 


Japanese company will offer 
access to its high-speed ele- 
vator mechanisms and 
motor drives. 

Toshiba is currently num- 
ber three behind Mitsubishi 
and Hitachi in the Japanese 
market for such technology. 

Some analysts predicted 
that Toshiba could leapfrog 
its rivals by exploiting 
Kane's socalted EcoDisc sys- 
tem, which removes the 
need for a machine-room 
above elevator shafts. 

Kone is already installing 
55 such elevator systems at 
stations on Tokyo's Line 12 


subway, a new circular route 
linking all the main metro 
in the city. 

The two companies have 
also set up working groups 
to seek cost-savings by 
reducing overlap in market- 
ing, product development, 
purchasing nnd production. 

There are no current 
plans, however, for any 
cross-shareholdings. 

Last year, Kone reported 
pre-tax profits of FM2Q2m on 
gates of EMiPJhn. Toshiba 
(fid not break out profits for 
its elevator and escalator 
activities. 


Air France 
privatisation 
to be delayed 


By David Owen 
ta Paris 


The partial privatisation of 
Air France, the French 
national carrier, will now 
not take place until after the 
summer. 

Jean-Cyxil Spinetta, chair- 
man, Tnn<te the disclosure as 
the company yesterday gave 
further notice of its return to 
financial health by announc- 
ing its first full-year net 
profit for several years. 

Mr Spinetta attributed the 
privatisation decision to the 
need for a law authorising 
proposals to offer pilots 
shares in the company in 
exchange for accepting pay 
measures designed to cut its 
annual salary bill by 
FFrSOQm ($84m). 

The proposals have trig- 
gered tiw threat of a strike 
by the main pilots* nninn 
which could disrupt services 
in June, traditionally the 
best month far the carrier’s 
domestic operations. 


For the year ended March 
31. the group reported net 
attributable profits of 
FFri.87bn, against a pro 
forma loss of FFrl47m in 
1996-97. Turnover advanced 9 
per cent, from FFrS5.6bn to 
FFr60.7bn. Operating profit 
soared to FFr2.47bo, against 
FFrieim. 

Mr Spinetta said that 
while the results were good, 
the company remained in a 
state of convalescence. It 
was unlikely that load fee- 
tors would stay above 73 per 
cent, as they did in the year 
just ended. Vigilance on 
costs was stiH necessary, he 
said. 

The group also confirmed 
it had placed a firm order for 
20 new medium-haul Airbus 
A320 range aircraft, with 
options for 20 more. It said 
the aircraft would replace its 
current fleet of 19 Boeing 
737-200S by the spring of 
2002. 

The company said it had 
changed certain accounting 



Joan-Cyri Spinatta: com pan y re ma in s In con w l oiiai n co and yjflttanoe on costa h necessary 


methods to bring them into 

lino with best Internat i onal 

practice. Hue changes had no 
significant impact on the 
results, bnt had reduced 


shareholders' funds by about 
FFrlbn. It said net debt had 
fallen nearly FFr400m dur- 
ing last year, to FFri5.5bn. 

The partial privatisation. 


which may involve up to 47 
per cent of the company’s 
capital, is set to be one of 
Europe’s flagship state share 
sales of 1996. 


Germany surges ahead in venture capital 


By Katharine Campbell, 

Growing Business 
Cmrapondeat 

Germany overtook France as 
the most active private 
equity market in continental 
Europe last year, as inves- 
tors flocked into leveraged 
buy-out deals and took 
equity stakes in a growing 
number of start-up or young 
businesses. 

“It is what people have 
been saying would happen 
for years, and now it finally 
has.” said Paul Waller, chair- 
man-elect of the European 
Venture Capital Association 
CEVCA) and director of fund 


management at 3i. the Euro- 
pean private equity group. 

The mantra of shareholder 
value, which has spurred 
German conglomerates to 
restructure, has provided 
new fodder for the buy-out 
business. 

Meanwhile, early-stage 
investing (money for start- 
ups plus seed capital) has 
been given considerable 
impetus by rising stock mar- 
kets and the success of Ger- 
many’s new bourse for 
growth companies. 

“The Neuer Markt has 
already given rise to some 
tremendous exit valuations," 
said Mr Waller. 


From a total of EcuLSbn 
(SL4bn) invested, Ecu200m 
was channelled into early- 
stage German companies, up 
from Ecu95m in 1996. Equity 
investments in buy-outs 
totalled Ecu476m, after 
Ecul51m the previous year. 

In France, from a total of 
Ecui^bn, buy-outs sucked in 
equity capital of Ecu608m. 
mate than twice 1996 levels, 
but early-stage investing 
was Ecu9Qm, a small fall on 
the previous year. 

Germany is also now 
investing about twice as 
much in young companies as 
the UK. “Relative to the size 
of the German economy. 


that’s what it should be, " 
said Mr Waller. “It's just 
that people regard Germany 
as very underdeveloped 
across the board in private 
equity." 

But the sudden increase is 
not without drawbacks. Falk 
Strascheg, ECVA chairman, 
warned: “We have bad very 
strong support from govern- 
ment departments in this 
area, which is good. But it is 
also causing problems 
because money has been 
given to some people who 
are not very competent" 

Early-stage investing 
surged 60 per cent across 
Europe to Ecu 718m. Total 


new European investment 
across all categories of pri- 
vate equity roGe 42 per cent 
to Ecn9.7bn. 

Returns from early-stage 
investors, which vary more 
between managers than for 
buy-outs, have improved sig- 
nificantly among the best 
funds, helping to spur inter- 
est in the area. 

Concerns about too much 
money dating too few deals 
in the buy-out field have also 
encouraged companies to 
look again at early-stage 
investing. Total new funds 
raised last year, mostly for 
buy-outs, more than doubled 
to Ecu20bn. 


Sweden 
warns 
Assi 
on land 

By Tin Bart 


AssiDomAn, the Swedish 
papa: and packaging group, 
could be forced to sell some 
of its fo restry assets to the 
Swedish state under a gov- 
ernment scheme to repur- 
chase fore stry land. 

The company, which was 
partially privatised by the 
last. Moderate-led govern- 
ment, was told yesterday it 
had received too much land 
as part of the privatisation. 

Anders 5i 1 1 _ indus- 

try minister, the previ- 
ous government had matte a 
mishiiw in giving wn« 3.4m 
hectares to AssiDomAn 
ahead of the sell-off. 

Addressing a meeting of 
Sweden’s national farmers’ 
union, the LRF, Mr Sund- 
strQm said: “I want to partic- 
ipate in making a tagahte 
part of tiw company’s forest 
land government p roperty-" 

AssiDomAn said it would 
be seeking discussions with 
the government, which 
retains a 502 per cent stake 
in the company. 

Government officials 
refused to disclose what 
action Mr SundstrOm might 
take if the company 
mounted a legal challenge. 

AssiDomAn made clear 
yesterday it wanted to retain 
forestry land 1 in three core 
areas around its largest 
plants and saw mills in Swe- 
den. But the company indi- 
cated it might be wflfing to 
dispose of other land. 

Mr SundstrDm said the 
amount of land inherited by 
AssiDomAn unfairly discrim- 
inated against small, locally 
owned saw mills. 

Earlier this month, the 
company announced a 27 per 


emit increase in first-quarter 
profits from SKr360m to 
SKr456m ($59m) an sales of 
SKr5.7bn - compared with 
SKrLSbn in the first three 
months of 1997. 



NEWS DIGEST 


REAL ESTATE 



Swedish bank disposes of 
property for SIG2.26bn 

FarenmgsSparbanken, one of Sweden's leading comm ercial 
lenders, yesterday completed Its wfthdrawal from real estate 
operations wtth the safe of 232 branch properties for 
SKi2£6bn ($291m) to Kungsieden, a domestic real estate 
group. 

The bank, created last year through the manner of Spartran- 
ken Sverige - known internationally as Swedbank -.with Ffie- 
entngsbanken, said (t would reap a capital gain of about 
SKrGOOra. The safe comprises 410.000 sq m of (eatable space, 
with a total rental value of SKi330m. Officials said about one- 

thadof the properties had been inherited from FOran i ngsbaiY- 
kenarri the rest were existing Swecfoank branches. ' 

The bank stressed the safe did not mean it was dosing 
branches, but would instead rent all its 1,000 branches 
Grog Mctvor, Stockholm 

INFORMATION TECHNOLOGY 


Icon Medialab plaits listing 

Icon Medialab Intematiorte), a Swedish information technology 
group, y ester da y announced plans for a stock exchange Bat- 
ing expected to value it at about SKr420m (554m). 

The company said R would list via a placement on the unof- 
ficial SB1 fist In Stockholm and It was also studying a future 
Nasdaq fisting. The company had turnover of SKrGSm last 
year, which is projected to rise to SKr200m In the currant 
fuiaTcial year. Grog Mdvor 


INVESTOR ^ 

Marcus Wallenberg steps down 

Investor, the main investment vehicle of Sweden’s Wallenberg 
business empire, said yesterday Marcus WaBenberg was 
standing down as chief financial officer to concentrate on 
other directorships. 

Mr Wrilenberg, a nephew of family patriarch Peter Wallen- 
berg, wil rem ai n deputy chief execLtffve of Investor. He will be 
succeeded by Ha Rudengran, Investor’s deputy chief financial 
officer. Tim Burt Stockholm 


PHARMACEU TICALS 

Teva makes European buy 

Teva, Israel’s largest pharmaceuticals company, yesterday 
stepped up Rs European expansion with the $87m acquisition 
of Pharmachemie Group, the production and marketing dM- 
sion for generic drugs of Netherlands-based OPG Group. 
Phamachemiehad sales of $1 30m for the year ended In 
April. Judy Dempsey, Janiflam 


INSURANCE . 

Allianz reveals hidden reserves 

AIRanz, Germany's biggest Insurer, said yesterday Its hidden 
reserves totalled DM87.7bn ($49Jfon) at the end of last year. 
.This Is the first time the group has published such figures, 
which wIR make R easier for analysts and investors to calcu- 
late the company's net asset value and compare its share 
price wtth other Ewcpean Insurers. Allianz also said the value 
of its capital Investments was DM470bn. Christopher Adams 


AIRLI NES- • 

MAS to appease shareholders 

MAS, owner of Malaysia's national airline, is submitting a new 
restructuring proposal to ease hardships brought about by the 
economic crisis. 

Although no details were released R is aimed at appeasing 
shareholders angered by the first proposal, submitted In Aprfi, 
which was primarfly designed to ease the debt burden of 
Tajudfn Ramil, MAS’s executive c hair man and controlling 
shareholder. SheBa McNulty, Singapore 
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CONTRACTS & TENDERS 


A 

«C83» 

In the name of God 

INVITATION TO TENDER 

National Iranian Oil Co. (NIOC), intends to implement through international tender, on the 
basis of a buy-back contract the project hereunder described, by companies whose tec hnical & 
financial capabilities are recognized by NIOC. 

The project consists of: 

Construction of a 32 inch diameter & 392 fame pipeline and three associated pumping stations 
(with a total installed capacity of approx. 90,000 hp) including storage and blending facilities in 
Neka, and modifications in Tehran & Tabriz refineries for the transfer of the Central Asian 
Republics (Caspian Republics) crude oil via IR of Iran. 

Hie project has to be financed during execution by the contractor under a buy-back contract. 
Repayment of the total amounts involved, together with the remuneration thereon, shall be 
made through the revenue generated from the swap contacts concluded between NIOC and the 
parties concerned, within five years as of the date of the project a wnmiBninnirig. 

NIOC shall hold a seminar in London for presentation of the project on 4 June 1998 afc- 
NIOC House 
4 Victoria Street 
London SW1H ONE 

All reservations must be made in advance by fax to: 

0171 340 5123 

Tinder documents will be available for purchase as from 8 - 18 June 1998. 

Companies interested in this project may contact the following offices:- 

NIOC House NIOC Central Building 

4 Victoria Street Tdeghani Ave 

London SW1H ONE Ttehian,Iran 

Fax No. 0171 340 5123 009821 646 7432 

Tel No. 0171 340 5122 009821 646 4281 



Internationale 
Nederianden 
BankN.V. 

IVnlilrfwilh 
U-S- $100,000,000 
SofcanfinaCrdCdteed 
Hosting Hue Nafc* 
doe 2003 
FoidKkUHtpatodX7&Msj, 1996 
id Z7 tfaNoranbc, I99BAeNatcnrtB 
cany so Irase* ok ct' 5.52734% par 
— vnwn , ite Suers smw ptfsMc 
per US $1400 Ncce wffl be US 
S2&25. toi far d* US S10JM0 Nar 
•fflbeLLSJ282JI,«ndfatheU5. 
5250000 Nor *01 be US $7 «L71 , 
prate™ 27th Novesta; 1998. 


iTW 


I Ynmgooc Hi-Ttech Sportswear fl 
I Industries Ltd. 

USSHMWMWI FRN due 1999 

| foL float 28 MVI998 to 30 Nov 1998 
. be: 6.79 l2S9tp^ all-ta 
I U SMO Pj W W).- 

Zol Am. per C7N; USD 17*51823- 


it 


82X8 Am Limited 
m Reference Agent 


Appointments 

Advertising 


appears in the UK edtton 
every Monday, Wednesday 
& Thursday and In the 
International edition 
every Friday. 

For further Info r mation 
please contact: 

Toby Ffaiden-Crofta - 
+44 0171 873 4027 



FORBES 

Foues Gsour Lmrbd Reg No 58/01974/06 

Audited results 

for the year ended 31 March 1998 


1 International expansion advanced 
1 Strong business performance 
1 Revenue exceeds R1 bfltion 
1 Attributable profits op 50% 

1 Headline earnings np 33% to 50,1 cents 
per share 

Dividend rises 26% to 22,7 cents a share 
’Outlook -real growth in earnings 


The Forbes group Is a leafing international independent 
profe ssiona l services organisation, arid one of the ten largest 
firms of its kind in the worid. 

It s activities, which are conducted directly and btfirtdty, 
through Us subsuRaries and associated c om p ani es, indude 
risk management and risk finance consulting, employee 
benefits and actuarial consulting, health care adn dr d s tiation 
and consulting, insurance, reinsurance and wholesale 
insurance broking, niche underwriting and related products 
and services. 

Forbes and its s ub si d iaries have over 4 000 employees and 
provide risk and benefit related sendees and technical and 
adm ini stration capdbdisks to major orgardsations,smaB and 
medium-sized badnesses and Individual chents. 
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COMPANIES & FINANCE: ASIA-PACIFIC 

J APANCO IJNTRY'S SIX L ARGE S T TRADING COMPANIES HAVE COMBINED RISK 0F_Y1.025.5bn AS ECONOMIC AND POLITICAL TROUBLES BEGIN TO TAKE TOLL 

Trading groups reveal heavy Indonesian exposure 


By IficHyo Nakamoto In Tokyo 

Japan's six largest trading 
companies yesterday 
revealed the extent of their 
exposure to Indonesia. The 
groups have been among the 
most active supporters and 
biggest beneficiaries of Indo- 
nesian economic growth, but 
the current economic crisis 
has made them some of the 
biggest casualties. 

The six companies' com- 
bined exposure in the coun- 
try amounts to Yl.025.5bn at 
a gross level, including 
investments, loans and loan 
guarantees made either 
through the parent com- 
pany, subsidiaries or special 
purpose companies. 

A proportion of the expo- 
sure is covered by trade 
insurance. Excluding that, 
the net exposure to Indon- 
esia alone comes to 
Y671Ubn. 


Trade route 

•Japanese fratflnq c ompan te s 1 etpoan 
to Indonesia 
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While most of the invest- 
ments are in long-term 
industrial and infrastructure 
projects such as power gen- 
eration and chemical plants, 
which are not expected to 
collapse as a result of the 
economic turmoil, the level 
of their exposure means that 
all the trading companies 


are likely to suffer to some 
degree. 

At the same time, their 
strong connections to the 
power network of Indonesian 
business could turn into a 
liability. This circle of 
influential people includes 
relatives and people, with 
close links to former 
president Suharto who are 
□ow coining under the 
scrutiny of the new 
government, which aims to 
cleanse Indonesian business 
of nepotism and unfair 
practices. 

So far. the impact of the 
Indonesian crisis has been 
more straightforward. Many 
of the trading companies’ 
businesses, have been hit 
by the downturn in the 
domestic economy, which 
has undermined demand 
for products such as 
petrochemicals. This will 
put pressure on the 


trading groups' profits. 

"The Asian turmoil Is 
leading to weak materials 
markets world-wide." said a 
representative of Marubeni. 

In addition, the currency 
devaluation mil undermine 
profits from Indonesian 
operations. "If the currency 
is down by 80 per cent, then 
presumably their cash flow 
is 80 per cent down," says 
Matt Aizawa. industry 
analyst at Merrill Lynch in 
Tokyo. 

He expects the trading 
companies to make 
provisions of Y15bn-Y30bn 
for the downturn in their 
Indonesian businesses. 

The impact of the 
economic downturn has also 
frozen some projects 
altogether. "Plant exports 
have been halted and the 
CUacap electric power plant 
has been frozen.” says 
Mitsubishi. 


The Cilacap plant was to 
be one of the largest energy- 
projects ever undertaken in 
Indonesia. Mitsubishi won 
the contract to arrange 
construction of the plant and 
played a central role in 
organising the $700m 
financing. 

Expansion of the Sl.Sbn 
Chandra Asri petrochemical 
project, in which Marubeni 
has invested YSSbn, has also 
been halted. Itochu and 
Nissbo Iwai. meanwhile, 
each have a 5 per cent 
stake in a 53.1 bn Tuban 
ethylene plant which has 
been frozen in mid- 
construction. Mitsui also has 
a si gnifican t investment in 
the £L5bn Paiton plant, an 
electric power plant in 
which it has a 32.5 per cent 
stake. 

Part of the problem is that 
the markets for the products 
produced by tbese plants are 


not likely to fulfil earlier 
forecasts. 

Perhaps more worrying is 
the fact that many Japanese 
trading companies are 
involved in such large-scale 
projects in partnership with 
local businesses, some of 
which may not be able to 
live up to their 
commitments. 

The degree to which 
companies may face further 
problems in their Indonesian 
businesses depends to a 
large extent on who they 
have tied up with, says Kota 
Nakako. industry analyst at 
UBS Global Research in 
TPkyo. 

Marubeni's local partners 
together have a 75 per cent 
stake in Chandra Asri. If 
these companies face 
difficulties, even if Marubeni 
is a minority investor, it will 
have to put up more funds," 
Mr Nakako says. 


In contrast. Mitsui's 
investment in Paiton is in 
partnership with Mission 
Energy of the US. which 
has 40 per cent, and 
General Electric of the US. 
with 12.5 per cent. The 
Indonesian electricity 
authority has 15 per cent. 
With such strong US 
partners, the pain can be 
more widely spread. 

So while Japanese trading 
companies are all exposed to 
the uncertainty in Indonesia, 
there is a wide divergence in 
the degree of risk. 

The blue-chip companies 
such as Mitsubishi, Mitsui 
and Sumitomo have been 
fairly cautious in their 
Indonesian operations, and 
are better able to weather 
any financial pressures 
stemming from the crisis, 
such as provisions. 

Itochu. Marubeni and 
Nissho Iwai, however, are 


Nissan gears up for better European integration 

Unco-ordinated strategies in Spain and the UK failed to take advantage of economies of scale, reports Haig Simonian 


W ith sales declining at 
home and losses deep- 
ening in the US, Nis- 
san's reorganisation of its 
convoluted manufacturing 
activities in Europe comes 
not a moment too soon. 

Japan's second biggest car- 
maker builds vehicles in 
Spain and the UK, but. until 
recently, the two have been 
poles apart. Only with a new 
generation of products, 
starting in 2000. will Nissan 
begin to reap the economies 
of scale that its size in 
Europe deserves. 

The company's UK 
operations are much more 
coherent than those in 
Spain. Nissan was the first 
Japanese carmaker to manu- 
facture in the UK. Last year, 
it built 123,354 Primeras and 
148,430 Micros. From early 
2000, a third UK-built range 
will slot in between the com- 
pact Micro and family-sized 
Primera. 

By contrast. Nissan's 
Spanish operations were 
until recently as messy as a 
badly stirred-paella. The 
company builds everything 
from forklift trucks to lor- 
ries, with vans and sports 
utilities in between, in a 
number of locations. 

The complexity stems 
from Nissan's strategy in 
Spain - its first European 
bridgehead - where it 
started building vehicles in 
1983, according to Ian Gib- 
son, Nissan's manufacturing 
head in Europe. 

Although usually identi- 


fied with the UK operation 
he masterminded, Mr Gibson 
has since June 1997 worked 
from Nissan's Spanish base 
in Barcelona to oversee its 
British and Spanish integra- 
tion. 

Based in Barcelona's Zona 
Franca, Nissan makes three 
types of car in Spain: the 
Terrano sports utility; the 
Serena, a mul ti -purpose 
vehicle t along with its com- 
mercial derivative, the 
Vanette): and a limited num- 
ber of Patrols, a venerable 
but hardy sports utility 
much loved by the Spanish 

militar y. 

The Patrol marked Nis- 
san’s manufacturing debut 
in Spain in 1983. when Motor 
Iberica. a private sector 
vehicle builder, wanted to 
diversify from light commer- 
cial vehicles, buses and fork- 
lift trucks, many sold under 
the Ebro brand. 

“Co-operation grew project 
by project.” says Mr Gibson. 
After the Patrol came the 
Vanette. Eventually. Nissan 
took full control as Motor 
Iberica got into difficulties 
when -the Spanish economy 
slid into. deep recession in 
the early 1990s. 

Even then, however, its 

S panish and UK manufactur- 
ing arms - and their prod- 
ucts - barely spoke to each 
other. While the UK expan- 
ded from a single to a two- 
model volume manufactur- 
ing operation. Nissan’s Span- 
ish side remained a special- 
ist. building relatively small 


volumes of a wide range of 
products. 

That disparity was 
reflected in sales and mar- 
keting. Nissan’s UK distribu- 
tor - then still independent 
- was most interested In vol- 
ume cars, meaning the Span- 
ish sports utilities barely 
made an impact By con- 
trast. retailers in much of 
continental Europe - where 
government limits often 
restricted Japanese sales - 
preferred higher margin 
products, such as sports util- 
ities. to the UK-built cars. 

O nly in the mid-1990s did 
Nissan start to think 
about simplifying its 
manufacturing in Europe. 
Bruised by poor earnings in 
Japan and the need to cut 
costs, attention belatedly 
focused an improved coordi- 
nation in Europe. “My goal 
is to run this as one multi- 
site, multi-product European 
business,” says Mr Gibson- 
One reason for the delay 
was that Nissan had still to 
sort out the complex struc- 
ture inherited from Motor 
Iberica. In recent years, the 
truck, variant forklift activi- 
ties have been hived off into 
subsidiaries, while sales and 
marketing have also been 
separated out ■ 

The other priority has 
been to improve quality and 
productivity throughout 
Spanish manufacturing, but 
particularly at the Zona 
France site. Although capac- 
ity utilisation remains poor, 


Nissan’s Spanish operations 
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the break-even point has 
gradually been reduced from 
80 per cent of capacity to 65 
per cent as efforts have been 
made to improve productiv- 
ity and cut waste, says Mr 
Gibson. "The plant is now 
among the best in Europe, 
but it still needs more mod- 
em products." 

Supplying them is the next 
stage of the reorganisation 
process. Nissan's new manu- 
facturing strategy for 
Europe, not expected to be 
affected by the group's latest 
round of cutbacks in Japan, 
involves co-ordinating the 
UK and Spain much more 
closely than before. 

"This is a 450,000- unit-a- 
year business. That starts to 
give you the economies of 


scale that make it all more 
viable." he says. 

Central to the process will 
be the HS, the new platform 
(basic engineering structure) 
for Nissan's new mid-sized 
car to be built in the UK. 

The new model, replacing 
the Japanese-built Almera. 
will also form the basis for 
the HM. a small multi- 
purpose vehicle to be jnade 
in Barcelona from, mid-2000. 

Moving to common plat- 
forms in Spain and the UK 
will be “the tool allowing us 
to achieve the benefits of 
everything we’ve been try- 
ing to do", says Mr Gibson.' 

The new vehicles will, for 
example, have a large pro 
portion of common compo- 
nents. More than 60 per cent 





Driven: Ian Gibson is overseeing the UK and Spanish in tey ati on 


of parts will be shared, he 
says. That will allow Nissan 
to negotiate lower prices 
from its suppliers in return 
for bigger orders. 

There will also be advan- 
tages. internally: Nissan’s 
Madrid engine plant will 
make diesels for the UK and 
Spanish built vehicles. Simi- 
larly, transmissions for the 
new generation models will 
be sourced from Barcelona. 

At a later stage. Barcelona 
is expected to build a larger 
multi-purpose vehicle, proba- 
bly off an expanded version 
of the HM platform. And 


new vans should follow from 
both platforms. 

The changes should allow 
Nissan to improve the profit- 
ability of its European 
operations drastically in the 
years ahead. But they also 
beg the question of why 
such measures were not 
taken years ago. 

Mr Gibson recalls the 
1992-95 recession and Nis- 
san’s own finan cial difficul- 
ties in Japan in those years. 
"You don’t start to think of 
building edifices, you start 
to think of fingers to put in 
the dyke." 


Suharto son to retain Lamborghini stake 


By firnn Robinson m Jakarta 
and Haig amonlan in London 

The youngest son of 
Indonesia's former president 
Suharto yesterday dismissed 
reports he may sell his 60 
per cent stake In Lamborgh- 
ini, the Italian, sports car 
maker, to Volkswagen of 
Germany. 

The two sides have dis- 
cussed a link between Audi. 
VW s executive cars subsid- 
iary. and Lamborghini. The 
talks are believed to have 
ranged from supplying Audi 
Vs engines to a full lake- 
over. 


Mochamad Irchara. a 
spokesman for Hutomo 
''Tommy” Mandala Putra, 
said some parties had 
expressed interest in buying 
the Lamborghini stake, but 
that Mr Mandala Putra 
intended to retain his bold- 
ing and expand Lam bo r- 
ghini's role in bis own auto- 
motive business. “In Fact, we 
want Lamborghini to be the 
flagship of our automobile 
business." he said. 

VW wants to add some 
luxury car brands to its 
product portfolio. However, 
its attitude to Lamborghini 
is likely to be influenced by 


its success in winning 
Rolls-Royce Motor Cars, the 
UK super luxury car group 
which has been put on sale. 
VW should discover next 
week whether its £430m 
(5704m) bid will be approved. 

The timing for any passi- 
ble link with Lamborghini 
has also been affected by the 
economic turmoil in Indon- 
esia. VW may still be uncer- 
tain about the ultimate amis 
of Lamborghini ’s Asian 
shareholders. Mr Mandala 
Putra holds 60 per cent of 
Lamborghini while Mycom 
of Malaysia owns 40 per 
cent 


Mr Mandala Putra 
embarked in 1996 on plans 
for an Indonesian national 
car. the Timor. The project 
quickly drew criticism at 
home and abroad after the 
government granted exemp- 
tions from import duty and 
tax. Japan, the US and the 
European Union attacked 
the concessions, which made 
Timors about 60 per cent 
cheaper than similar sized 
cars in Indonesia. 

The tax and tariff conces- 
sions were abolished in Jan- 
uary under the reforms 
agreed with the Interna- 
tional Monetary Fund. How- 


ever. Mr Mandala Putra's 
spokesman said the Timor 
project would continue, in 
spite of Mr Suharto’s resig- 
nation last week. 

The resignation . has 
fuelled calls for tbe termina- 
tion of privileges and exclu- 
sive government contracts 
bestowed on Mr Suharto's 
family and friends. 

Mr Mandala Putra through 
his Bimantara Group owns 
or has a majority stake in 
about 50 companies ranging 
from automotive, chemicals 
and media to telecommuni- 
cations, infrastructure and 
hotels. 


Ahold expected to 
buy out Thai partner 


By Ted Bardacke in Bangkok 

Ahold, the Netherlands- 
based supermarket group, is 
expected to agree to buy out 
its joint venture partner in 
Centra] Retail of Thailand, a 
supermarket operator. 

The deal, which is an 
eight-year loan by Ahold to 
the local partner. Central 
Group, will when repaid give 
the Thai company an option 
to take 50 per cent of tbe 
joint venture, which oper- 
ates 38 branches of Tops 
Supermarkets. 


“Given regulations and 
local sentiment right now. 
we thought this structure 
would be more acceptable." 
said Mark Chong, an Ahold 
spokesman in Singapore. 

The Abold deal follows tbe 
purchase earlier this month 
by Tesco of the UK of a con- 
trolling stake in the Lotus 
hypermarket chain from 
Thailand’s sprawling and 
financially distressed CP 
Group. 

Tops and Lotus do not 
directly compete in the Thai 
market. 


under greater pressure 
because they bave greater 
exposure to Indonesia 
and are not as financially 
solid. 

“Nissho Iwai put a lot into 
Indonesia. They saw it as a 
way to propel the company 
into tbe top ranks of tbe 
industry, so they took 
significant risks." Mr 
Nakako points out. 

Likewise for Itochu, which 
was badly knocked by its 
exposure to tbe property 
market during tbe bubble 
years, involvement in the 
growing Indonesian market 
provided a way to regain 
some of its former 
momentum. 

Until recently. Indonesia 
offered these companies a 
chance to catch up with the 
industry’s upper tier. 
Ironically, it has become the 
curse that is threatening to 
widen the gap. 

Toyota 
to open 
car theme 
park 

By Betban Hutton in Tokyo 

Toyota, the Japanese 
carmaker, yesterday became 
the latest entrant to Japan’s 
crowded theme park market, 
with the ann ouncement it 
would invest Y15bn <$109m) 
in a car theme park on the 
Tokyo waterfront, to open 
□ext year. 

TOyota hopes to attract 3m 
visitors a year to the pork, 
which will feature displays 
and rides relating to cars of 
the past present and future. 
The development will be 
part of a shopping and lei- 
sure complex being built by 
a consortium of trading and 
construction companies at a 
cost of about Y50bn. 

The Japanese have been 
enthusiastic visitors to 
theme parks over the past 
decade, but Toyota will face 
competition from a growing 
list of other attractions in 
planning or under construc- 
tion. at a time when the 
number of visitors to Japan's 
theme parks is falling. 

Tokyo Disneyland drew 
16.7m visitors last year, a 3.9 
per cent fall on the previous 
year, while Huis Ten Bosch, 
a Holland-themed park near 
Nagasaki, attracted 4.1m vis- 
itors. a fall of 2.9 per cent 

Bad weather was blamed 
for the declines, as well as 
the depressed economy. 
There are also signs of a 
shift to lower-priced, more 
informal leisure activities. 

However, the rush to build 
new attractions continues. 
Other big openings include a 
Universal Studios movie 
park in Osaka, opening in 
2001 at a cost of more than 
Yl70bn which expects 8m 
visitors a year. Tezuka 
Osamu World, a park based 
on classic Japanese cartoon 
characters, should open in 
2003 on reclaimed land by 
Tokyo Bay. The park will 
cost Y300bn to build and 
expects 10m visitors a year. 

Tokyo Disneyland is also 
expanding, with Tokyo Dis- 
neySea. an ocean-themed 
attraction to open next to 
Disneyland in 2001, seeking 
10m visitors a year and cost- 
ing more than Y330bn. 
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NOTICE 

To holders or shares in 
fidelity Foods - Indonesia Fund 

Reinsuncnicnl of the rafcwbaion of ibe Nci Asset Vttnc of 
and dealing in the class of shares ’Fidelity Funds - Indonesia 
Fund" at 5.01 pm UK time on Monday. May 25. 1 998. 

By order of the Board of Directors 
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DaimlerBenz 


AKTIENGE5ELLSCHAFT 


Dividend Announcement 

Our 102nd Shareholders’ Meeting resolved 
on 27. May 1998 to pay on each ordinary 
share of 5 DM par value a dividend of 1.60 
DM and a special distribution of 20 DM from 
the unappropriated profit of 11,162 million 
DM for the 1997 financial year. 

In the United Kingdom, the Deutsche Bank 
AG London will pay the dividend on 28. May 
1098 and the special distribution on 15. June 
1998 after deduction of 25 % German capital 
yields tax and 5.5% solidarity surcharge 
on capital yields tax against submittal of 
dividend coupon No. 65 for the dividend 
and dividend coupon No. 66 for the special 
distribution. 

Under the conditions provided by the U.K. 
Double Taxation Agreement of 26. Novem- 
ber 1964 as amended by the Protocol of 
23. March 1970, the German capital yields 


tax will be reduced to 15% and the solidar- 
ity surcharge on capital yields tax will be 
rescinded for shareholders resident in the 
United Kingdom. To claim the refund, share- 
holders are required to submit an applica- 
tion for refund by 31. December 2002 at the 
latest. This application is to be addressed 
to the Bundesamt fur Finanzen. Friedhof- 
strasse 1, D-53225 Bonn. 

Payment in the United Kingdom will be 
made in Pounds Sterling converted from 
Deutsche Mark at the exchange rate pre- 
vailing on the date that the dividend and 
the special distribution payment is made. 


Stuttgart-Mohringen, 28. May 1998 

Daimler-Benz Aktiengesef Ischaft 
The Board of Management 
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TELECOMMUNICATIONS GROUP CLAIMS TO BE FIRST TO OFFER ‘VIRTUAL PRIVATE DATA NETWORKING' BASED ON INTERNET TECHNOLOGY 


Energis unveils cost-cutting service 


By Alan Cane 


Energis, the UK 
telecommunications com* 
pany. said yesterday it 
would be the first to offer 
business customers an 
advanced service which 
could sharply reduce then- 
network management costs. 

Called “virtual private 
data networking", the ser- 
vice is possible because or 
technological advances 


which enable much of the 
equipment which customers 
use to manage their network 
to be built into the network 
itself and controlled by the 
network operator. 

The service will provide 
customers with digital voice 
and data communications 
based on internet technology 
without the need for equip- 
ment on their premises. 

Energis, which sells to 
business customers, uses 


fibre optic lines wrapped 
round the cables of the 
National Grid, which has a 
majority stake in the group. 

Chris Burke, Energis net- 
work director, said the group 
was leading the race to vir- 
tual data networking 
because of development part- 
nerships it has signed with 
Northern Telecom and New- 
bridge Networks, Canadian 
based companies which are 
leaders in telecommunica- 


tions and data networking. 

Be said Energis would pro- 
vide virtual data networking 
in the third quarto: of this 
year, although he did not 
expect customers to take the 
service in large numbers 
until 1999. 

Energis also announced 
results for the year to March 
31 slightly ahead of market 
expectations. The company, 
which floated last December, 
lifted turnover 73 per cent to 


£167Jm while earnings 
before interest, tax. depreda- 
tion and amortisation were 
£16.1m (£I4-3m losses). The 
gross profit margin before 
network depreciation almost 
doubled from 17.7 to 335 per 
cent Mike Grahiner. chief 
executive, said revenues 
from higher margin, 
advanced services grew 82 
per cent The company had 
signed net w or k ing contracts 
with holiday group Going 


Places and consultancy 
Ernst & Young. It is sJao to 
install a new telecoms sys- 
tem for the National Grid, 
extending the network by a 
further L®Qkm. - 
Mr Grahiner said Energis 
intended to apply for a 
“third generation" mobile 
phone licence when the nec- 
essary radio spectrum was 
auctioned next year to create 
a combined fixed and mobile 
phone company. 


Powerscreen’s 
problems go 
beyond Matbro 


By Robert Wright 


Powerscreen International, 
the troubled Northern Irish 
engineer, yesterday acknowl- 
edged for the first time it 
expected results for the year 
to March 1998 to be hit by 
further problems going 
beyond its former Matbro 
subsidiary. 

The admission, in a trad- 
ing statement, that there 
were problems at Power- 
screen's Brown Lenox and 
Royer subsidiaries goes 
a gains t statements m»«tp by 
the company since it 
announced a £46. 6m provi- 
sion for accounting problems 
at Matbro in January. 

Powerscreen’s shares fell 
23p - 17 per cent - to 110% p. 
Analysts said they would 
have fallen further had they 
not been hit on Tuesday by a 
large sale. They were 6l3p 
before January's warning. 

Powerscreen said that, 
after meeting its auditors, it 
now expected pre-tax losses 
for the year to March 1998 to 
total £65m C$i09m), a huge 
increase on the £lOm pre-tax 
loss predicted in January. 
The loss is particularly 
sharp compared with the 
£40m-£50m pre-tax profit 
analysts were expecting 
until January. 

Powerscreen was also 
forced to go back on its pre- 
vious insistence that losses 
caused by accounting mal- 


practice occured mainly in 
the year to March 1998. The 
company said about £20m of 
the losses for the past year 
would be for losses accumu- 
lated in previous years. 

The results will include a 
further £8m for Matbro 's 
trading losses between Janu- 
ary and its sale in April to 
John Deere of the US. There 
will also be a £4m provision 
for professional fees on the 
investigation into Matbro, 
which made tractors. 

More surprising, however, 
were provisions of £lL5m for 
the write-off of assets, 
mainly at Brown Lenox and 
Royer, which make stone 
crushing equipment Brown 
Lenox is thought to be 
responsible for about half 
the £20m of hidden losses 
from previous years, with 
Matbro responsible for the 
other half. The year's results 
will also be hit by a £l4m 
provision for putting 
accounting policies on a 
more conservative basis. 

Powerscreen said It 
intended to dispose of busi- 
nesses outside its profitable 
core of stone crushing and 
screening equipment 

The company said the Mat- 
bro losses were a result of 
mispricing of machines, 
unauthorised discounts 
offered to customers and 
inaccurate and misleading 
recording and discounting of 
bills of exchange. 


Thorn proposes divestments 


By Robot Wright 


Thom, the rentals group 
that includes Radio Rentals, 
h a s announced plans to 
divest itself of all but its 
core UK operations in an 
effort to realise its full value 

The proposed sell-offs are 
the result of a strategic 
review, annnimeprf last Octo- 
ber. which concluded there 
was a gap between the mar- 
ket valuation of the com- 
pany and the likely valua- 
tion of the businesses at 
sell-off. Thorn will return 
the cash to shareholders. 

The Hnn qiiT y reiTi e nte came 
with Thom’s full-year 
results and as the company 
appeared to dampen hopes 
that continuing takeover 
talks with a mystery bidder, 
widely believed to be David 
and Frederick Barclay, the 
hotel and newspaper owners, 
would lead to an offer. 

The UK businesses which 
will remain after the sell-offs 
were responsible for only 34 
per cent of Thom's turnover 
last year. The plan to sell 
the businesses in North and 


South America, many facing 
legal action, had already 
been announced. These 
accounted for 45 per cent of 
turnover in the year to 
March 3L 

Steven Marshall, chief 
executive. Indicated that 
other businesses to be sold 
could include Thorn’s Scan- 
dinavian operations, which 
accounted for 11 per cent of 
last year's sales and Asia 
Pacific, with 5 per cent 

The company also 
announced it would with- 
draw from a number of 
activities, including the rent- 
ing of personal computers in 
the UK and of furniture in 
Scandinavia, while trials of 
credit sale stores in the US 
would be terminated. 

Some analysts were uncer- 
tain how to value the UK 
and American businesses. 
The'UK business lost ground 
quickly over the past year, 
while the US business is fee- 
ing expensive litigation, 
mainly over its rent-to-own 
programmes. However, one 
analyst priced the group at 
about 220p a share, or £933m 



Steven Marshall: reshaping the group 


David Ahmed 


($1.56bn), compared with a 
current market capitalisa- 
tion of about £863m. 

Thom made pre-tax profits 
of £89.6m (£103m) on sales of 
£L29bn <£L39bn). Operating 
profits of £88 5m (£l34m) 
were reduced by £39.6m of 


exceptional charges. 

Provisions were made for 
store closures, restructuring, 
property losses, write-downs 
of rental assets, year 2008 
costs and a new £5.7m provi- 
sion against loss of a legal 
case in the US. 



COMMENT 


nttkMito 


It is strange to see British - wiLm 
Airways only now entering 
recovery mode. Its-USpeers 
have been reporting bumper 
profits, but are diose to fhdr " 
peak. Meanwhile BA skw pre- t im 
tax profits, excluding dis- 
posal gains, fell to EMfem hot ™ 
a great return on £8.ebn 
sales: But, of course, it was 
Mimgthtng of an annus hard- 0m 
bills far BA, with the cabin 
crew strike and strong pound 
knocking £325m off the total 
Indeed chief executive Robert 
Ay ling, occasional recipient 
of bouquets' of barbed- wire, 
earned some plaudits yester- 
day far his cost-cutting drive. 



This year the negatives should turn positive and there is 
another £250m of savings to' come. With economic recovery 
th Europe kicking in, revenues should pick up speed: BA is 
going for growth with a 12 per cent capacity increase. All 
this should secure a profits rehound to £65Gm-£700m, an 
implied price/earnings ratio of about 'll.. After a dismal 
performance in 1997, the shares should build an their recent 
tentative recovery. 

But while a relating looks in order on the back bf the cost 
reform, the discount is unlikely to disappear. Cyclicality, 
heavy gpmuiing ' Hwmrn^ and a wearisome stream of 

pluses and minuses detract from the earnings quality. BA 
must hope that its alliance with American Airlines is 
a ppr o ved in time to cushion profits against the next down- 
turn. That alliance should also provide a good vehicle for 
expansion in Asia, notably via the Japanese airline JAL. 
Meanwhile BA should seize opportunities to form links with 
sizeable, but temporarily discomfited, south-east Aslan carri- 
ers. 


Creeping control 

The minority shareholders in Astec, who felt oppressed by 
its controlling shareholder Emerson Electric, have not suf- 
fered in vain. The “creeper” provision which allows 30-50 per 
emit stakeholders to sneak control is heading for a Takeover 
Panel review, which should see ft abolished. There is no 
logic to maifing an exception to the 30 per emit trigger far 
launching a full bid. The tiny loss of opportunity to sell an 
illiquid stock is easily offset by the advantage of stamping 
on back-door control The irony is that this change would 
not have solved the Astec problem since, for technical rea- 
sons, it was outside the panel’s Jurisdiction. 


EMI chief dismisses speculation about bid talks 


By ABce Rawsthom 


Sir Colin Southgate, EMI’s 
chairman, yesterday said he 
had received no further 
approaches from prospective 
predators since breaking off 
takeover talks with Sea- 
gram, the Canadian group 
which last week clinched a 
$10.6bn deal to buy Poly- 
Gram. 


“There's no conversation 
going on whatsoever,” he 
said. “We’re getti n g on with 
running the business.” 

Sir Colin hoped Seagram’s 
decision to buy PolyGram 
would squash long-running 
speculation of a bid for EML 
which owns the world's larg- 
est music publisher as well 
as the record companies 
behind Garth Brooks. 


Radiohead, The Verve and 
the S|pice Girls. 

“It was very unsettling for 
people in the company to 
hftar us being talked about 
as if we were up for sale,” he 
said. “We did have a number 
of conversations with Sea- 
gram, but nothing was ever 
agreed.” 

Sir Colin dismisse d specu- 
lation . that EMI might 


attract a bid from a US lever- 
aged buy-out flmd,, arguing, 
that it would be too expen- 
sive. “The funds looked at 
PolyGram, hut the figures 
didn’t add up. One of tb^m 
called me. They just couldn’t 
do tt. Seagram was able to 
buy PolyGram because 
there's $250m to $300m of 
synergistic benefits.” 

His comments came as 


EMI reported a fell in profits 
before tax and: exceptional 
to £307.lm (g513m) to the 
year to March 31, against. 
£380J5m, having been, hit by 
the strong pound, the eco- 
nomic downturn to Asia, 
and higher Interest pay- 
ments. The shares, at 607V*p 
a month ago after Seagram’s 
approach, fell 12p to 520p. 

- Sir Colin, expects to. sea an 


improvement in th* compa- 
ny's performance this year, 
reflecting reduced losses in 
Asia and further financial 
beutitts from its US restruct- 
uring. He also claimed he 
could comfortably combine 
his new responsibilities as 
ebairinah of the Royal Opera 
House, with his bmi duties. 


Page 14 


At the General Meeting of Shareholders of Fortis AMEV held on 
27 May 1998 it was decided to set the dividend for the financial year 1997 
at NLG 228 per ordinary share with a nominal value of NLG 1.00. Of this 
amount, NLG 0.80 has already been paid out as an interim dividend, so the 
final dividend amounts to NLG 1.48. 


Fate b an rterrodona! group 
which b active In the field of 
Insurance, bankteg and 
investments. 


Final dividend 1997 


Fortis 


The final dividend will be made available in the form of a dividend with stock option, which 
shareholders and holders of depositary receipts for shares may, at their option, take either 
wholly in cash or wholly in the farm of shares (or depositary receipts for shares, as appro priate) 
to be charged to the tax-exempt share premium reserve or to the profit on the financial year. 

The number of dividend rights will be determined in such a way that the value of the dividend 
rights, if dividend in (depositary receipts for) shares is opted lot, will if possible be equal to, but 
not higher don NLG 1 .48, the gross amount of the final dividend in cash. 



with qmr 85,000 emptoyBas are 


among other active in Eunopa 




Stock dividend option , - ' 

Shareholders and holders of depositary receipts Tor starts ataynjake their derisfoa known from 
38 May 1998 until the closing of die AEX Stock Exchangeim 12 June 1998, whether they opt 
for dividend in cash (net of 25% dividend withholding cut) dr in- (depositary recaps for) 
shares. On 15 June 1 998. we will announce the number of dividend rights grangnentidemau 
to one new (depositary receipt for) share, this being based upon the closing price of the 
depositary receipts for shares on tbc AEX Stock Exchange on 12 June 1998. The new 
(depositary receipts for) shares provide entitlement to dmdcod for the financial year 1998 and 
subsequent years. Dividend rights will not be traded on the AEX Stock Exchange. 


the Unted States, ftab. Aua raia 

-t^SJPETgWff^', 
and the Caribbean. Thoy 

^^KJW.ptnere. 


•"jSg': 

: - ttuatanAes, large and ' 


The timetable is as follows: 

27 May 1998 

28 May 1998 

28 May to 12 June 1998 
(before close or eroding) 

12 June 1998 taller close) 
18 June 1998 


General Meeting oF Shareholders 

Ex-dividend date far the depositary receipt for share 


For ftfthfl ert a n T Btt cn 
ptease contact ■;->•, 
^Brussels: (0)2 220 
'..-'•■Utrecht 31 1^30^57. 65447^' '•JUr*' 

■ J - ■■ ■■■-. 'rrSt- •' ■ «_ ‘ilTJ l » . MCW i 




or «i, our 
wwwtorttuxjrri 


Option period 

Determination of exchange ratio 

Dividend made payable in cash and delivery of the new 

(depositary receipts for) shares 




Holders of depositary receipts for shares are requested, also on behalf of the 
Stichting Admmistratidcanioor van aandden Fortis AMEX to give notice of their choice, via 
their bank or broker, to N.V. Ncderlandsch Admin istrahe- enTncstkantoor in Amsterdam. 
Holders of depositary receipts for shares who opt for payment of the dividend in 
(depositary receipts for) shares should simultaneously have their dividend rights credited to 
CF -custodian code 3.252, in the name of N.V. Ncderlandsch Admin istratie- en Trustfcantoor. 
Hcrengradu 420. 1017 BZ Amsterdam. Should holders of depositary receipts foil to give notice 
of their choice to their bank or broker in good time, the bank or broker will generally make a 
choice on their behalf. The equivalent value of the unregistered dividend rights at the close of 
trading of the AEX Slock Exchange on (2 June 1998 will be sold on the Exchange and the 
ensuing proceeds will be retained for the dividend rights which have ml yet been surrendered. 
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The dividend in cash, net of 25% dividend withholding tax, is payable with effect from 
18 June 1998 at the head offices or the following bonks: 

MecsPierson N.V VSB Bank N.V 

KBW Wcsscl uk E Tccton bank N.V Generate Bank Nederland N.V. 

ABN AMRO Bank N.V Ra b o b ank N **4* r i grt d 

1NG Bank N.V 

in Amsterdam. Rotterdam and Utrecht, insofar as they are established there. 

Barclays Bank PLC, 8 Angel Court. Throgmorton Street. London EC2R 7HT, 

United Kingdom. 

Fortis Bank Luxembourg, at the head office in Luxembourg. 




When the dividend rights arc exchanged, commission will be paid to the institutions affiliated 
to the AEX-Effcctenbeure nv in accordance with circular 90-56 of tbc AEX-Effectenbtxns nv m 
order that the exchange in question can be effected free of charge for the holders. 


Utrecht, 28 Mav 1998 


Fortis AMEV nv 
On behalf of tbc Executive Board, 


.♦1. 




Are fa imed e slaan 6 
3584 BA Utrecht 
The Netherlands 




JJUM, Baneids 
Chairman 


MccstWi ScamtjcsUJK) Limited M»ch * 

by *e Mlta md Feture. Author^ in theroretoarftawam 


FORTIS 


Sofid partners, flexible solutions 



Scandinavian side 
hits Airtours 


By John WfltoiaH 


Shares to Airtours fell 
sharply yesterday after the 
UK-based tour operator 
announced interim losses 
had almost doubled because 
of difficulties in its Scandi- 
navian Leisure Group arm. 

A first-half loss is expected 
in this highly seasonal 
industry which does most of 
its b usiness in the summer 
months. But Airtours' pre- 
tax loss for the six months to 
March 31 rose from £ 12.7m to 
£23 -2m ($38. 7m) despite 
improved results in the UK 
and Canada — taking the 
shares down 35p to 486Mp. 

The group said operating 
difficulties in SLG’s Premlair 
charter airline bad knocked 
£8m off profits - in compen- 
sation for passengers and 
the cost of switching to a 


gins had - also been hit in 
Scandinavia by reduced 
demand at the end of last 
summer and excess capacity 
in the region. 

David Grassland, chair- 
man. said he expected these 
to be one-off events, with 
action to the industry to 
reduce capacity. 

Turnover for the half year 

had increased 27 per cent to 
£L04bn, helped by toe inclu- 
sion of the Sun International 
European businesses in Jan- 
uary and a full six months of 
trading in two new Califor- 
nian operations. 

The interim loss on the UK 
tour operating subsidiary - 
Britain's second-largest - 
fen from £10 jm to £?2m. 

In North America, Air- 
tours is rationalising the 
hack-office operations of its 
five companies in a single 


L&G withdraws 
from Australia 


By Ctatstophar Adams 


Legal & General yesterday 
withdrew from Australia's 
life assurance market, sell- 
ing its subsidiary there' to 
locally-based Colonial for 
A$892m (8600m). The group 
said it would use toe pro- 
ceeds to underpin its rapid 
growth in toe UK. 

The deal win make Colo- 
nial, which has A$53bn to 
assets under management 
worldwide, Australia's third 
Largest life assurer by pre- 
mium income after Austra- 
lian Mutual Provident and 
National Mutual It beat off 
competition from banking 
groups Westpac and ANZ. 

Consolidation to Australia 
has accelerated and domes- 
tic. insurers are jostling with 
foreign competitors like the 
Prudential and Norwich 


thought to have shown an 
Interest in the L&G arm. 

to March Norwich Union 
pulled out of the New Zea- 
land life market, selling its 
life and asset management 
business there to Roy- 
al & Sun Alliance, the UK- 
based insurer, for NZ$153£m 
($83J5m). 

The price paid for L&G 
Australia represented 1.9 
times its year-end “embed- 
ded value" - net assets plus 
future profits from existing 
business. Analysts said to te 
was consistent with the high 
values placed on other life 
assurers. Colonial expects' 
cost savings of A$50m from 
combining L&G’s business 
with its own. It plans a 
l-for-5 rights issue and a pla- 
cing to fund the acquisition. . 

L&G will record an excep- 
tional gain of £316m. Its 


F&C Banging . 
Shires h cm aB 


, 6 Rtfs ID Mar 31 12323 (12228) 
_ YrtoMarai* 4757 (325) 


1'J5L 

572 


(2.1LJ 
(453 ) 


1.04L 

2025 


(1.18.) 
(1623 ) 


42 


July 31 


42 


172 


nfl 

162 


Earnings shown bask- DMttende rimvn net Figures in IxaeJfflfc} am for cofrtBponding period. aiGBptianBt dwpa ?«ter excap&ral credit +Cri (rasased capftaL t 
ttWtti reduced capOaL^ttn stack. ‘Adjusted fix scrip issue, hrcfedes wfndHI tax. *Comparahes restated. tfCnrtperaBws exclude Than, demerged In Aug 1996: 
Utatetad. XFdtb&i Income dividend. ffiCompaadns far 12 rates to Apr* 36 1997. f htah curency. §§Canpara&ras for .12 mtes to Apr! 30. SUS canny. 


THE ROYAL BANK OF CANADA 
lLS.S35ft00QJQ0 Hosting Rate . 

Debentures due 2005 
to accordance write tee Term* and 
Camfitiona of the Debenture*, the 
Interest rata lor the period 29th 
May, 1338 w 30th June, 1SSS 
has been feed at SB6 per annum. 
On 30th June, 1998 interest of 
U2.JE.111111 per UA SI ,000 nominal 
amount of die Debenture* wifi be 
due for payment. The nra of interest 
for the period eemmiincmfl 30th 
June. 1996 wifi be dstermbad on 
20ch June, 1938. 

Agent Bank end 
Principal Paying Agent 

$£3 ROVU.BATK 

SSH « Canada 


JP 5 


Midland Bank pic 


. £250,000,000 
Subordinated Boating Rate 
Notes 2001 

For the three months ■from May 
27, 1998 to August 27. 1996 the 
Notes will arty an interest rata 
of 7 jG% pjL On August 27, 1898 
interest of£9&7Bwil be fie per 
£5,oao Note and £957.81 in 
respect of £50.000 Note for 
Coupon No. 49. 


CtewAftA (Prone Agamy tries). 

Agrette* 


To Advertise in the 
Business Opportunities 
Section 


Please CaH Marlon Wedderbum 
01144401718734874 



— j, 



ill 


uffi 




-» 


J T 


4 : 

V- 


A 



.**■*- 


iO' 


-j-jc-r .«■*• •- •*' 

"Y ”i *• 


s - B 

t “ 




■VK 


m 

-C: •• 
- *•« 


ESaE 


jam 


■» **» * 

U •• . .a 


-"•* -* *; iik. ».*■ 




’ il ft , 


» U . 






1 ^ . 
* ■; “ J. 


! « ;; j: r 


new service company. Mar- 

operation based in Toronto. 

1 Union of the UK Both were 

shares fell I5p to 675p. 
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EURO PRICES 
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Continent suffers sharp falls 




Vi» ' i 


BJROPEAN OVERVIEW 

By Simon Davies, 

Capital Martwts Editor 

pan-European stockmarkets 
came under attack from all 
fronts yesterday. Overnight 
weakness on Wall Street 
combined with collapsing 
markets in Asia and Eastern 
Europe to generate sharp 
falls throughout the conti- 
nent 

The FTSE Eurotop 100 
index fell 62.8 or 2.18 per 
cent to 2,812.42. 'and the 
broader Eurotop 300 index 
fell 26.06 points to 1,226.91. 
The Ebloc 100 index, which 
only includes stocks from 

Eunrtop 300 Eurobloc 
mdn 


the future euro zone, fell 2.78 
per cent 

Continental European 
bond markets benefited ini- 
tially from a flight to safety 
into US Treasury bonds, but 
ended mostly unchanged, 
and analysts said it would 
take an interest rate cut to 
push yields much lower. 

In pan -European equity 
markets, the declines were 
evenly spread across the sec- 
tors. although financial 
stocks were hit, hardest, with 
the sector losing 2.59 per 
cent 

George Hodgson, Euro- 
pean equity strategist at 
ABN Amro, said: “You 
would have thought the first 


line of attack would have 
been the hawking' sector, and 
it is not off as much as I 
would have expected. Other 
vulnerable sectors could be 
oil, steel, and lower val- 
ue-added industrials.* . 

Aslan stock markets fell 
sharply, but it was Russia 
that raised the most con- 
cern. The stock market fell 
another 11 per cent, and 
interest rates were hiked by 
100 percentage points in a 
desperate measure to shore 
up the finrniHni mar kets. 

Some analysts suggested 
that any contagion through 
eastern Europe could feed 
through into pan-European 
earnings, in the same wjwr as 
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the Asian slowdown is now 
hurting US earnings fore- 
casts. 

German auto stocks were 
hit hard, with BMW down 
Ecu 24.8 to Ecu 91&8Z and 
Volkswagen down Ecu 31.9 
to Ecu 739.12. Daimler Benz 
fared slightly better follow- 
ing an upbeat annual gen- 
eral meeting, and its shares 
fell Ecu 2 to Ecu 98.99. 

The Belgian bank group 
GfenGrale de Banque contin- 
ued to beiefit from its rival 
bids, with its shares rising 
another Ecu 8.3 to Ecu 
667.17. 

The information technol- 
ogy sector fell sharply. SAP 
lost Ecu 26L7 to Ecu 484^4. 
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Over the next five years ; what will 
the performance differential be 
between a high yield euro and an 
investment grade bond portfolio? 
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Flight to quality lifts US Treasury prices 


News digest 


SECURITISATION 


GOVERNMENT BONDS 


By Jeremy Grant in London 
and John Labate in Hew York 


European markets ended 
mixed but grew jumpy yes- 
terday as global equities 
tumbled and the contagion 
effect from Asian economic 
worries spilled over into 
other emerg in g markets, pri- 
marily Russia. 

Firmer US Treasuries 
overnight pushed bond 
prices higher at the open in 
Europe, as did weaker com- 
modity prices and continued 
dollar strength. 

However, bonds failed to 
ignite as some had expected, 
falling back towards the 
close as core markets 
recoiled from challenging 
further key technical yield 
levels. 

In addition, US Treasuries 
and currencies benefited 
most from flight to quality 
flows, bond strategists said. 


"At these low yield levels, 
we will have to force people 
into tailring about rate cuts. 
You'd need a much bigger 
[emerging market and 
equity] crisis than we're see- 
ing now to really get the 
markets to- move signifi- 
cantly," said Kit Juckes, 
bead of bond and currency 
strategy at NatWest 

In Russia. Treasury bill 
yields jumped as confidence 
in the economy took a bat- 
tering after Moscow tripled 
Its key interest rate to 150 
per cent Short-term govern- 
ment security yields soared 
by 20 percentage points to 
80^4 per cent In an extra 
market session. 

In spite of comments by 
International Monetary 
Fund officials that Russia 
was not In an economic cri- 
sis, currencies fell in east 
Europe and US long bond 
yields swept lower as inves- 
tors hunted for quality desti- 
nations for their money. 


Analysts predicted that 
German bund yields could 
bead significantly lower - to 
-L5-4.75 per cent - if emerg- 
ing market fears worsened. 

Events in Asia reinforced 
such views, with Hong 
Kong’s economic czars 
admitting the territory had 
experienced a “very rough 
first quarter”, with worse to 
come. 

"Ibis is just raising fears 
that we’re getting mare con- 
tagion effects out of emerg- 
ing markets. It's probably 
justified. I think there are 
substantial concerns over 
some east Asian economies,** 
said Robert Blake, economist 
at Citibank. 

In the UK, however, gilts 
fell on hawkish inflation 
comments by a Bank of 
England council member, 
signalling that the interest 
rate debate is still not 
resolved. 

US TREASURIES contin- 
ued to rise as the dollar 


remained firm against the 
yen. By early a fternoon the 
benchmark 30-year bond had 
gained ’/« to MM, yielding 
5.821 per cent. 

Shorter-term issues also 
advanced. Hie 10-year irate 
was up 'A to 100%. yielding 
5.542 per cent while the two- 
year note rose & to 1QD&. 

yielding 5.536 per cent. 

Although there were no 
significant economic 
releases yesterday, prices 
advanced ahead of today’s 
reports, which will include 
first -quarter GDP, durable 
goods sales and first-time 
une mployment claims. 

On Friday new figures on 
personal income and con- 
sumption are expected. 

"With the backdrop of a 
stronger economy and the 
Fed inning toward tighten- 
ing there's only so far we 
ram go on the upside," said 
Terrence Piggott, head of 
government trading at 
Baiwa Securities America. 


Most analysts estimate 
GDP fin* the first quarter will 
be revised upward slightly to 
4.4 per cent, and that dura- 
ble goods sales will have 
risen by OA per cent 

GERMAN BUNDS started 
firmly cm the back of gains 
in US Treasuries. The short 
end of the yield curve was 
helped by Bundesbank presi- 
dent Hans Tietmeyer saying 
"no major surprises" were 
expected from today’s bank 
council meeting. 

"You can see how much 
uncertainty [on the Interest 
rate outlook] is still priced 
Into the short and. It stfil 
has some potential.’' said 
one bund analyst at a Euro- 
pean investment house. 

However the June 10-year 
bund future lost initial gains 
fl y i d settled 0.30 basis points 
higher at 107.73 after Inves- 
tors sold off an fears over 
the situation in Russia, 
where German institutions 
have significant exposures. 


Trades woe looking for 
bunds to test the key 108 
basis point barrier but saw 
little an the domestic front 
to spark activity. 

In the UK, short sterling 
and GILTS slipped on com- 
ments by Bank of flnsfanri 
economist Mervyn King that 

naminga growth W8S Still a 

worry and that the risk 
remains of “stubbornly 
buoyant” domestic consump- 
tion. in spite of recent soft 
retail sales figures. 

By mid-session, the June 
gfit future was down 6 basis 
points at 108J9. off an ear- 
Iier high of 10909- 

Volume was heavy with 
180000 contracts traded by 
the close, which saw the 
June contract settle at 
109.01, down 0,20 . basis 
points. 

the December shod; ster- 
ling future dosed' 3 basis 
points down at 92.78, largely 
ruling out any rate change 
before the end Of the year. 


SBC launches first Swiss 
mortgage-backed bond 


TMCC raises DM750m 
with seven-year offering 


New international bond issues 


Spread Book-ramar 

to 


INTERNATIONAL BONDS 


By Edward Luce 
and Samoa Davies 


Toyota Motors Credit Corp 
yesterday demonstrated that 
not all was turbulence out of 
Asia with a well-priced 
DM750m offering. The bond, 
lead-managed by Barclays 
Capital and Paribas, was 
launched in the relatively 
unusual maturity of seven 
years. 

An official at Paribas said 
this was the result of wide 
consultations with investors, 
who expressed a pre fe r e nce 
for the shorter maturity 
because of the tiny differen- 
tial between the yield on 
seven and 10-year German 
government bonds. 


This, said the official, dem- 
onstrated TMCC’s commit- 
ment to an investor-friendly 
borrowing strategy. 

In addition, TMCC con- 
sulted widely on its choice of 
currency. "We could have 
opted for another currency 
but the D-Mark is still con- 
sidered the most reliable," 
said the banker. 

The bond, priced to yield 
15 basis points over the 
equivalent bund, was distrib- 
uted mostly to continental 
European investors, Includ- 
ing French funds. It pro- 
vided a spread pick-up of 4 to 
8 basis points to other AAA 
rated borrowers in the same 
maturity. 

AMOCO, the US energy 
group, returned to the euro- 
bond market for the first 


time since 1992, with an 
innovative $500m issue, 
yielding 43 basis points over 
the May 2008 US Treasury. 

The issue is a make-whole 
call bond, where the bond is 
callable after one year at the 
higher of par or the equiva- 
lent yield to the May 2008. 

A senior banker at Morgan 
Stanley, lead book-runner, 
said the deal had met strong 
demand from Swiss inves- 
tors, but admitted it was 
launched in “sub-optimal 
market conditions". The deal 
was priced at tire wider end 
of its indicated range. 

With corporate spreads 
coming under pressure yes- 
terday, another syndicate 
manager said “the weakness 
of the market has hurt this 
transaction". 
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Swiss Banking Gorporatiofi yesterday launched Switzerland's 
first ever mortgage- backed bond in a DM314m offering. SBC 
said f« fouMrara^bon& which was rated at AAA on the 
first two portions aid A/A2 on the second two, was the first 
of what ft ptamecJ-to be quarterly issues trf mortgage-backed 
bonds. An official at SBC said the bank expected the quar- 
terly offerings to total about DM750m- 
The tank, which hasSFr18hnaf mortgages on Its books, 
said it was part of a drive to improve Its return on capital. 
Credit Suisse, the other large Swiss bank, to also thought to 
be looking at securitising its future mortgages. 

Unlike less regulated markets, Swiss authorftiea do not per- 
mit bonks to securitise mortgages without the express per- 
mission of the borrowers. SBC ts, therefore, unabte to sacurit- 
Ise most of the existing mortgages ori its books. “We plan to 
make it a standard for clients to sign new mortgages permit- 
ting their securitisation, " srid an official. 

Yesterday’s Issue was spilt between threiKyaar and five- 
year offerings and two smeller subordinated tranches. The 
senior tranches were launched at margins of 15 and 17 basis 
points over Lfooir, respectively. . 

Bondholders wfl! not have. the right to sue for default if the 
principal has not been repaid by the end of the bond’s matu- 
rity. Instead the Hfe of the bond, which has bear packaged in 
a “soft buBst” format, wffl be extended if foil repayment has 
not taken place. 

Officiate say the bond has been packaged to took more Bka 
a securitisation of credit card receivables than a standard 
mortgage-backed issue. Edward Luce . • - 
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The $11bn syndicated loan to fond Texas Utilities' acquisition 
of The Energy Group has dosed wfth strong support from a 
syndicate of 48 international banks. 

- Peter Gleysteeii, head of global syndicated finance at - 
Chase, one of the three lead banks, said: This is proof posi- 
tive of the overall health and depth of liquidity of the global 
bank market for qualified borrowers In wefl structured deals.” 
The other lead managers were Lehman Brothers and Merrill 
Lynch. 

n was a complex transaction, with six bank fodtities for four 
separate borrowers, ranging from Texas itself to the UK oper- 
ating companies. It was also the largest ever broadly syndi- 
cated loan for a European acquisition. 

The core sub-underwriting banks had committed to taking 
$500m each of the loan, but demand was sufficiently strong 
that sources said.1hey.hBd been allocated less than $350m. 

The deed has come at a difficult time for the syndicated loan 
market, with the Japanese banks substantially withdrawing, 
and several European banks also reducing their participation. 
A number of (foals have struggled so far this year, but bank- 
ers said the Texas loan was “priced to go*. Simon Dairies 
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CURRENCIES & MONEY 


US doUar surges on Russia’s troubles 


NVUWETC^ 

By Christopher Swann and 
Rfefaaitf Adams 

Crumbling confidence In the 
rouble helped the US dollar 
advance against European 
currencies on the foreign 
exchange markets yesterday, 
as Investors sought refuge in 
the greenback. 

Russia's central bank tri- 
pled key interest rates to 150 
per cent - the highest levels 
in over two years - in a bid 
to restore the confidence of 
foreign investors and fore- 
stall a rouble devaluation. 

Michael Lewis, currency 
analyst at Deutsche Bank In 
London, said the rouble’s 
fate would be in the balance 
until the IMF stepped in to 
provide reassurance. “The 
concern is that events in 
east Asia are repeating 
themselves in Russia, hence 
these safe-haven flows into 
the dollar,” Mr Lewis said. 

"When we wake up, Asia 
was the problem and Europe 


a comfortable place to be. 
Now the problems have 
moved to Europe's back 
yard.” 

The dollar appreciated 
against other major curren- 
cies- Against the D-Mark, 
which is thought to be par- 
ticularly vulnerable to 
trends in Russia, the dollar 
rose almost a pfennig to 
DM1.7816 by the end of trad- 
ing hours in London. 

Analysts said the Russian 
crisis provided, at most, a 
reprieve for the dollar 
against the core European 
currencies. “The dollar’s fun- 
damentals are not particu- 
larly bullish,* said one. 
“America’s yawning trade 
deficit is likely to keep the 
dollar on the defensive." 

The Swiss franc also bene- 
fltted from Its safe-haven 
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status, rising against an 
-array of currencies and slip- 
ping only against the dollar. 
Against the D-Mark, the 
Swissie posted its biggest 
advance of the year and 
strengthened to DML21L 

Sterling rose in sympathy 
with the dollar, reaching 
DM2J32 against the D-Mark 
before falling back to 
DM2LSL 

Sterling's rise was helped 
by a hawkish speech from 
Mervyn King, the Bank of 
England’s chief economist. 
He warned that UK domestic 
consumption may remain 
“stubbornly buoyant". 

■ Russia made the interest 
rate increase during mid-day 
trading in London, after 
pressure on the rouble. 

Last week, Russia's cen- 
tral bank raised interest 
rates from 30 to 50 per cent, 
to boost confidence in a mar- 
ket laid low by Asia’s finan- 
cial troubles. Confidence was 
also hit by the announce- 
ment on Tuesday that there 
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flgrtnst the Swiss Franc {SFrj»f DM) 



had been no bidders for a 75 
per cent stake in Rosneft, 
the last of the big state-con- 
trolled oil companies. 

David Lubin, emerging 
markets economist at HSBC 
bank in London, said Rus- 
sia’s problems stemmed 
from inadequate foreign 
exchange reserves. “In con- 
sidering Its response, the 
IMF is seen to be facing a 
moral hazard," he said. “If it 


arranges supplementary 
funding it will be open to the 
accusation that it bales out 
investors.” 

■ The yen was edged out of 
the spotlight yesterday by 
events in Russia, affording 
respite for the Japanese cur- 
rency from its weakening 
trend. The dollar spent the 
day trading within a half- 
yen band. But analysts said 
they expected the weakness 
of the yen to persist. A slew 
of downgradings of Japanese 
banks by Moody's added to 
the bearish sentiment. 

Jeremy Hawkins, chief 
economist at Bank of Amer- 
ica in London, said the mar- 
ket anticipated a further 
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depreciation of the yen 
against dollar, but that 
talk of Japanese interven- 
tion bad held the dollar in 
check for now. 

■ The Czech Republic's 
koruna also suffered from 
tbe rouble’s difficulties, 
exactly a year since the 
Czech currency floated. 

The koruna and the Polish 
zloty were hardest hit of 
Eastern Europe's emerging 
market by the Russian tur- 
moil. The koruna fell by 
almost two per cent against 
the D-Mark, which prompted 
the Czech National Rank to 
indicate its readiness to 
intervene in the market. 

Only last Friday the 
koruna had reached its high- 
est level for the year at 
KfclB.1 against the D-Mark. 

Elsewhere, India's rupee 
touched a fresh low of 
RS41325 against the dollar, 
driven down by the World 
Bank’s decision on Tuesday 
to postpone $855m worth of 
loans. 
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COMMODITIES & AGRICULTURE 


Hydro Aluminium to double production Call 


ftoneoi Gooding ta Hangesmd 


Hydro Aluminium, a sub- 
sidiary, of Norsk Hydro, Nor- 
way's biggest quoted com- 
pany, is soon to decide on 
the location of a new Slbn 
smelter. 

The smelter, to be built 
either in Trinidad or Qatar, 
will be its first outside 
Europe and part of one of 
the aluminium industry's 
most aggressive expansion 
programmes. 

Hydro intends to double 
its annual al uminium pro- 
duction to 1,35m tonnes 
between 1996 and 2005. it 
will also probably expand 
annual capacity at its Sunn- 


dal smelter in Norway from 

145,000 tonnes to 230.000 
tonnes at a cost of $3QQm- 

Since 1996 Hydro has reac- 
tivated 20,000 tonnes of 
capacity in Norway that was 
shut down in the early 1990s 
when a collapse in Russian 
demand caused a glut of alu- 
minium. Two other smelters 
in Norway, Karmoy and 
Ardal, were expanded last 
year by a total of 47,000 
tonnes at a cost of $120m. 
lifting Hydro's annual capac- 
ity to 740,000 tonnes. 

It ain« to increase alumin- 
ium sales this year from 
L58m to 1.75m tonnes - the 
extra coming from buying in 
metal to remelt it. 


Hydro is expanding its 
smelting operations to keep 
pace with growth in sales of 
downstream products such 
as extrusions, wire rod and 
foundry alloys. Its extrusion 
business, already the biggest 
In Europe, is also expected 
to double in size to about 

650.000 tonnes by 2005. 

To meet its aluminium 
expansion target Hydro 
needs 400,000 tonnes of new 
capacity outside Norway. 
The choice of location for a 
new smelter - Qatar or 
Trinidad - will depend 
greatly on the cost and sup- 
ply of power. Either smelter 
would use natural gas. 

In Qatar the domestic nat- 


ural gas supply group would 
take 40 pa* cent of the proj- 
ect Hydro might seek a part- 
ner in Trinidad if it went 
there, g*id Thomas Enutzen, 
manager of information and 
public affairs for Hydro 
Metal Products. 

Hydro has yet to decide 
whether it would be better to 
start with a 230,000 bonnes a 
year smelter with the pros- 
pect of doubling capacity 
later, or to start with a 

460,000 tonnes smelter. 

Further ahead, Hydro is 
considering another $lbn 
smelter project in Iceland- 
Other options for the longer 
term Include expansion of 
the Slovalco plant in the Slo- 


vak Republic by 30,000 
tonnes to 140,000 tonnes. 
Hydro owns 10 per cent of 
Slovalco and markets all Its 
output It has also started 
talks with Impexmetal in 
Poland that might lead to a 
smelter being built there. 

The expansion programme 
might change if Hydro is 
successful in a bid for the 
Venezuelan government’s 
aluminium companies, 
which are likely to came up 
for tender again soon. 

Hydro has joined Reynolds 
Metals of the US to tender 
but Mr Enutzen said there 
would be strong competition. 

He said the expansion pro- 
gramme would help cut 


Hydro's average aluminium 
production costs. A recent 
reorganisation of Norwegian 
a inminhim operations would 
help by reducing administra- 
tion costs by 30 per emit. 

Hydro expects to add to its 
raw material supply via the 
yifrn Utkal Alumina project 
in Orisa, India. The im 
tonnes a year project will 
Initially be shared between 
Hydro, with 40 per cent, and 
Alcan of Canadian and two 
Indian groups, Tata and 
indal, with 20 per cent each. 

Once production is under 
way, possibly in five years* 
time, 2> per cent will be sold 
to Indian investors and 
Utkal will be listed in India. 
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MARK^RBPOHT 
By Gary Mead 


Brazilian bid for inclusion 
by the CSCE under fire 


Other coffee producers fear an extension of the country’s 
hegemony in the world’s markets, writes Jonathan Wheatley 


B razilian coffee export- 
ers’ bid to have their 
washed arabica beans 
added to the coffees deliver- 
able against the “C" contract 
at the Coffee, Sugar & Cocoa 
Exchange in New York, the 
main global marketplace for 
such arabicas. seemed rea- 
sonable Pnnn gh 
However, the move has 
attracted protests from rival 
producers, some of which 
regard it as another exten- 
sion of B razilian hegemony 
in the coffee world and as 
politically unacceptable. 

The Brazilian exporters 
maintain that their coffee 
meets the contract's criteria 
and that Brazilian growers 
are put at an unfair disad- 
vantage if it is not included 
in the list In principle, the 
CSCE agrees. Its coffee com- 
mittee has recommended 
Inclusion and its board of 
managers is receiving and 
examining comments. 

But in practice the issue is 
not so sfraigbtforwanL Col- 
ombia says Brazilian coffee 
is of such different quality 


from that of other countries 
that it must not be included. 
Other producers, especially 
from Central America, say 
Br azili an coffees would flood 
the market and push prices 
down. 

Their arguments have 
some foundation. The inclu- 
sion of Brazilian coffees 
might encourage more Bra- 
zilian growers to switch 
from unwashed to washed 
arabicas. thereby depressing 
prices. Brazil is expected to 
produce about 35m 60kg bags 
of coffee this year, of which 
about I.2m bags will be 
washed arabicas. 

The rest are mostly 
unwashed arabicas: coffee 
beans dried in the open air 
in a process peculiar to Bra- 
zil among the big producers. 

Such coffees tend to be of 
a lower quality. They are 
traded outside the CSCE, 
though the “C p contract is 
often used as a benchmark. 
Most are sold at a discount 
of as much as 25 cents a bag 
to the “C" while some com- 
mand small pr emiums. 


Jorge Esteve, president of 
Abecafe, one of two rival 
organisations representing 
Brazilian exporters, says 
access to the “C” would have 
little impact on supply. 

"Producing washed arab- 
icas is an option for Brazil- 
ian growers whether they 
are quoted on the CSCE or 
not," he says, arguing that 
prices are set in the physical 
marketplace. 



A taste for expansion: BrazR says bigger trading volumes on the CSCE would promote price stabHtty 


O n the question of qual- 
ity, he accepts that Bra- 
zilian coffees would 
trade at a discount to the 
“C" - indeed, the CSCE's 
coffee committee suggests a 
discount of 4 cents a bag. He 
says other objections, that 
Brazil’s inclusion would 
make prices less stable, are 
simply wrong: bigger volume 
would promote stability, 
especially given the seasonal 
differences between harvests 
in the northern and 


southern hemispheres. 

Ruben Pineda, director of 
EJ Salvador’s coffee council, 
says the “C" contract was 


created for coffees of a differ- 
ent quality. He suggests all 
Brazilian coffees should be 
traded together on the CSCE 
in a res u rrected version of 
the extinct “B" contract 

“No, no and no," says Mr 
Esteve. Unwashed coffees, 
he maintains, are best 
traded on Brazil’s witmnndi- 
ties and futures exchange, 
the BM&F. It plays a second- 
ary role on global markets, 
but is working on building 
its profile. 

Some observers see few 
problems in Brazil's move. 
“Anything that increases 
liquidity has to be beneficial 
for coffee traders," says Law- 
rence Eagles, head of 


research at GNI, the UK- 
based commodities house. 

But others suggest produc- 
ers' fears reflect a reluctance 
to witness a further exten- 
sion of Brazilian hegemony 
in the coffee world. 


T hey say It already domi- 
nates thp Association of 
Coffee Producing Coun- 
tries aori the International 
Coffee Organisation, the 
industry’s big international 
bodies. To those who already 
feel overshadowed by Brazil, 
its access to the “C" would 
be politically unacceptable. 

Whatever the CSCE 
decides, nothing is expected 
to change for the next two 


years. No decision is likely 
before the <md of the year. 

Were Brazil to be given 
the go-ahead, its coffee 
would not be deliverable 
before the first month for 
which there is no open inter- 
est - “possibly well into the 
year 2000”, says the CSCE. 

But Brazil's march into 
world markets continues. It 
has also applied for Inclu- 
sion on the Tokyo Grain 
Exchange - a controversial 
move because, were Brazil to 
win its case, it would tend to 
take volume from New York, 
nithmtg h Mr Esteve says this 
does not necessarily follow. 
He hopes to get the go-ahead 
by June. ! 


Another voice was added to 
the growing clamour for 
more production cuts by the 
Organisation of Petroleum 
Exporting Countries yester- 
day, when Sheikh Zaki 
Yamani, Saudi Arabia's for- 
mer oil minister, said Opec 
will have to cut its produc- 
tion to 27m barrels a day if it 
hopes to see Brent prices sta- 
bilise at $14 a barrel , in the 
second half of 1998. Brent 
averaged 89.32 a barrel in 
1997- 

In his capacity as chair - 
man of the Centre for Global 
Energy Studies.' he said Opec 
is currently running 400,000 
b/d short of its pledge to 
reduce production by L245m 
b/d in March. 

On London's International 
Petroleum Exchange Brent 
blend crude off for' July 
delivery initially lost a few 
cents but recovered In later 
trading to $14.14 a barrel, 
only 1 cent lower than the 
previous close. However, 
traders said volumes were 
thin and there was little or 
no buying interest from US 
investment fbnds. 

The London morning “fix" 
for gold was $292.60 per troy 
ounce. $5J5 lower than the 
previous fix, though slightly 
improved on the morning's 
$292.75. 

Overnight selling by 
investment fluids in the US 
was seen as the biggest fac- 
tor behind the slide. 

Further bearish news 
came from Switzerland, 
where the federal govern- 
ment approved draft legisla- 
tion that might pave the way 
for the Swiss National Bank 
ultimately to sen same L300 
tonnes of gold, about 50 per 
cent of its reserves; although 
some traders said this expec- 
ted move had long been fac- 
tored Into the price. - 


With soft commodities it 
was again a relatively quiet 
day on the London Interna- 
tional Financial Futures 
Exchange, where total vol- 
ume for coffee futures was 
4.721 lots, most of which 
were traded in the morning 
session. July coffee closed 
just $1 lower , at 51.S30 a 
tonne. 


OB price . 

Brant Zriraft praefS pet lores 



for ■ - T898- 

tetomlW - 


Cocoa business was 
equally lacklustre: the July 
contract slipped £10 but 
eventually ended the day 
unchanged at £1,133 a tonne, 
on volume of 5.744 lots. 

Activity on the London 
Metal Exchange was ener- 
vated. with all base metals 
looking for direction. 

Three-month copper 
traded between $1,640 and 
$1,678 a tonne before finish- 
ing at $1,676. up $14 from 
Tuesday's close. 

Renewed anxiety over the 
economies of south-east Asia 

helped depress sentiment. 

Brokers GNI said "contin- 
ued weakness on the yen, 
which is dragging regional 
currencies with it, coupled 
with the austerity package 
in Russia, labour unrest in 
South Korea and weakness 
in the Dow are likely to add 
to the willingness of the 
[investment] funds to short 
the market". 


COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE 

(Pitas from Anmpmried IMS Tradtag) 
■ AUMHMHM, 9BJ PHHfTT (5 par turns) 


Precious Metals continued 

■ SOLD COEX (100 Troy at; Srtny el) 


GRAINS AND OIL SEEDS 

■ WHEAT UHt (100 (hubs £ p* knx) 


SOFTS 

■ COCOA IFFE f!0 tame* E/tanei 


MEAT AND UVESTOCK 
■ uk ramEOCfiomate; cmm4 


1339L5-4Q5 

1344.5-45 


AM Official 
tot dona 
Open M. 
TtMdtfym 


ZM.148 
m 6 5X47 

I foUir (I per km) 


Sett Day's Open 

price etetga H* km Vol tat 

May 2917 -1.7 6 

J* 2917 -1-9 295-4 2904 49410 30.803 

tag 296/ -1.9 2974 2915 19.125 39519 

Oct 280.4 -IS 3000 2970 203 5477 

Dec 300.4 -1.9 3014 2305 1.815 19477 

N» 302.1 -1.9 3015 2913 12 9296 

Total 70240146,778 


HQMnr 
AN Official 
tot dose 
Open «. 

Total ibly teener 

■ LEAP S per tare) 

Ctaee 
nvrious 
HgMow 
AMOBdal 
tot dose 
Open M. 

ToM My tamer 

■ HCXa (S par tnw 


1245-55 1245-55 

12*7-52 1253-6 

124571240 
1238-38 1237-40 

1240-45 

7229 

662 


■ PLATBUH NYICX {50 Tray a.; S/Troy aU 


M 

ta 374.1 

-54 377.0 3721 1/89 

9430 

Sep 

Od 3721 

-54 375.0 3714 27 

1/63 

Dec 

Jen 399.1 

-44 - - 4 

52 

Her 

Apr 3864 

-4.6 - - 1 

14 

■** 

Tata 

1X16 11400 

ta 

■ PAUAOm HVMEX (160 Tiny m SAny OL) 


Tata 



Sell 

Oars 




0|M 


Sett 

DBfa 



Opta 


Sett nw» 

Open 


price ctaage art 

toe 

w 

kil 


prica ctange 9* 

Im 

W Id 


Price etaege M* Um M 

M . 

ta 

75.W 

-625 

7740 

75/5 

172 

1/74 

May 

1120 

-1 

1117 

1117 

48 70 

JOB 

64.425-6875 05/00 64/73 5/53 

31,950 

S*P 

75.75 

-625 

- 

- 

- 

168 

ta 

1132 

-1 

1133 

1123 1/75 27X28 

tog 

86225-6525 66000 96175 6089 

32516 

to* 

77.75 

-025 

7840 

7840 

66 

3/13 

Sfo 

1154 

. 

1154 

1145 1/75 21/98 

Oct 

G6490-6660 fiOOgi iTai 1402 

16/42 

Jb 

7675 

-625 

8650 

7675 

106 

712 

Bee 

1174 

+•1 

1174 

1183 

945 32/56 

Dee 

47450 -0^0 68X50 87400 617 

6005 

Mar 

81/5 

-625 

8200 

iff 00 

1 

434 

tor 

1190 

*1 

1190 

1178 

729 37,678 

M 

66000-0425 66500 e*ann Z14 

2008 

Ttata 





36B 

6M 

■W 

1202 

*1 

1197 

119S 

69 13/80 

for 

70.100-6375 70/00 76100 20 

666 

■ WHEAT CBT (S4D0ta Btt cetoGQtt &uttH0 


TOM 





5/44147/3* 

TaW 

14/68 

aa/20 


5*44-15 558-9 

5545-50 568-7 

561/556 
548-49 558-58 

560-1 

36241 

4214 


Ctaee 
Previous 
ISghtawr 
AM Offioal 
tot ctase 
Open mi 
low tfeiy tasa 
■ IWBper tonne) 


Jon 

31340 -3845 3*540 30540 

425 

1/06 

Sep 

29650 

-1945 31600 28040 

359 

2361 

Dec 

28256 

-1655 

- 

- 

3 

407 

Tota 





78* 

isn 

■ 9LVHI QKX (5490 Tray ou CenMny m.1 


Met 

5I5.B 

♦68 

5160 

5074 

22 

21 

ta 

5168 

+63 

5204 

4894 14.140 51.155 

Sfo 

526* 

♦63 

5224 

5065 

518 

7/23 

Dec 

5234 

*63 

5234 

5134 

532 11750 

Jen 

5234 

+63 

- 

- 

- 

16 

Her 

52*4 

+63 

524.0 

5164 

10 

1118 

Tota 





H23» 84/60 


Jel 28750 -475 28325 28275 15,460 67,008 

Sep 297.00 -575 304 JM 29325 2235 17202 

Dec 31Z50 -575 31925 30550 1668 25629 

■Mr 32500 -400 33225 32275 333 5254 

toy 33300 -ICO 33500 33000 4 617 

ta 33550 -720 34540 33550 25 979 

Tata 21/22 tlE/50 

■ MAIZE C8T fi/ICO to ceBte58ffi taWQ 

Jel 237.00 -ISO 24140 23525 36212142268 
Sep 24150 -125 24725 241.00 5,003 41453 


■ COCOn CSCE P0 B—e; Sfomeffi 
Jul 1700 1710 16S 


M 237.00 -ISO 24140 23525 36212142268 
Sep 24150 -325 24725 241.00 5403 41453 
Dec 247.75 -450 25340 24175 15407120498 
Mar 25500 -425 200.75 25440 2464 <2448 
Hay 28040 -440 2B540 2SB40 217 2472 
ta 26540 -4.00 2B92S 2B340 *21 6490 
TBM 584523X43 

■ BABLET UTC POP tonnes t per tame) 


ta 1700 1710 1635 2.473 25439 

Sep 1723 e-1 1732 1720 1405 16486 

Dec 1751 +1 1750 1747 487 15228 

Mar 1774 *2 1778 .1771 683 11X359 

May 1789 +2 1787 1787 18 3499 

ta 1804 +2 - - 1 1473 

Tata 5401 EX» 

■ C0C05 OCCQ (SDR-Mumi) 

toy 26 Price Pm. day 

P riy — 134148 134846 

■ COffHLFfE ff tonnes; Stowe) 


■ I4to IBM OK (*QJ»0ta; cantata) 

in 60250-1450 61400 05100 2426 8462 

ta 55025 -0950 60100 55400 2,406 0455 

tap 55225-0775 57400 55450 757 8447 

Oct 51225 -0400 92.400 51400 206 3418 

Dee 52400-0225 52.400 51425 110 3486 

M 54450-0300 55.000 54.000 38 778 

Tata 5488 33,407 

■ POtoBBlgQEtlOJOOtecenMffi} 

ta 47475-1200 50100 47450 1406 4437 


4810-15 4895-900 

4810-20 4895-000 

4930*4860 
4780-90 4670-75 

4095-800 

50,992 

12272 


AM Offictt 
tot ctaee 
Opee el 
Tetri ta| tamer 


Ctaee 1025-26 

Previous 1022-3 

HgMM 

AM 0 octal 1022-23 

tot dose 

Own M 80.967 

Total nail tamer 24.416 

■ COPPBti grade A (S per tame) 

Close 16525-53 


5930-40 5865-75 

5945-55 5875-80 

56806680 
5940-45 5660-70 

5670-75 

17243 

2.426 

rie (5 per Inane) 

1025-26 1051-52 

1022-3 10484-90 


ENERGY 

■ OtUDE 0B- MV)€X {1 J00 Dtaiete SAUTEQ 
labor DeTs 

price ctange Wp In ta 

ta 1444 *0.12 15.07 14.7B49/8 

Aug 15.41 +049 1542 152S 1549 

Sep 1542 +006 1542 1548 4,21! 

Oct 1612 +601 16.15 1603 225 

tor 1641 +0.02 1653 1639 9a 

Deo 1642 +003 1647 1655 2431 


7245 +0.15 24 

74.66 +0L1S 74.75 7445 20 014 

7666 +115 - 182 

7845 +0.15 42 

80-15 -025 11 

30 1,104 


■ SOTtaElMCBTRIMtotoctoiacnbletaei 


Opea 

Um IM tat 

14.78 49285 112.5k 
1525 15.092 60298 
1548 4215 36486 
1603 2254 24231 
1628 902 13209 

1655 2430 30277 
77482441288 


ta 81725 -625 62540 61425 27257 82486 
Mg 61025 -4.75 62UJ0 60720 2441 17/78 
Sep 59640 -600 60640 59420 816 5/49 

tor 58675 -1020 60125 58540 13487 51425 
■to 5972S -950 60720 50420 257 4,101 
Her 60150 -1020 011.75 60240 38 1,173 
Wd <6011445* 

■ «Bgtowrafoc*jjDtatottMtogj 


toy 1825 -16 1930 1901 218 1/73 

ta 1833 +2 1839 1811 2,787 22454 

Sap 1790 +4 1790 1771 1424 6175 

toe 1735 +4 1750 1739 128 2405 

J» 1720 +1 1710 1710 28 265 

Mee 1685 +4 1875 1675 28 357 

Tota 4,721 3B497 

■ C«Tg *C CSCE p7 JOMm; rzdenn) 

M 13615 -025 13625 129.75 6476 1543* 

Sep 12615 -040 13040 12675 2.159 8433 

Dec 125.00 -675 12625 12520 409 JJXB 

Her 12040 -635 12140 12040 77 2464 

tog 11690 -035 11950 11840 4 I486 

M 11640 -675 117/5 11600 12 771 

TDM 629 36001 


ta 47475-1/00 56100 47450 1406 4437 

fog 48450 -0425 <8450 46200 557 1405 

Fab 52/9-1400 52/9 52.750 3 5 

Turn 1413 45B3 



LONDON TRADED OPTIONS 

SMh price S feme -Ms- -Pets- 


CROSSWORD 

No.9,693 Set by CAPER 


(9679) LIE 

1390 . 

1400 

1490 


ta Od 

38 22 

18 50 

5 89 


■ CORK QC0HU5 oatapoead) 


M tame 06 9t tSfarrea 
LataT owe 


1051-52 

10484-9.0 

1069/1044 

1047-46 

1069-70 


MgMDW 
AM Offlctt 

tot tirisa 
Own ml 
Total oriy tamer 


16525-515 

16565-75 


16715-725 

1675-6 

1678.1643 

16065-760 

167677 


LME AH DfficU £ IS rata; 14403 
UE Ctaelng £fo rata; 14429 


print ctange lOgt Low IM ta 

14 19 +005 1424 >199 20462 80267 
14.43 +60# 14.46 1426 8510 43.779 
14.09 +04* 14/6 1440 1,545 10401 
1495 - 1541 1440 1.345 12475 

1520 +00* 1520 15.16 693 9472 

15.40 -045 1144 1521 1.413 36210 

n to a to 

MG 08. MTMB 1*2400 US gffis-CABfs) 

into* Oaf* Open 

price Stage tee M fat 

39.70 *031 3995 3920 14280 22/54 
4060 *035 40.75 40.15 11940 472B0 

41.70 +025 4140 *125 2,193 1*346 

4340 +615 4320 4260 017 12576 

44.40 +615 4440 4420 071 12,135 

4580 +020 4590 45.60 6BB 10257 


ta 2624 -027 2675 2825 191829 66427 

A»0 2645 -442 2688 26.41 5488 22/86 

Sep 2642 -440 2693 2648 2/1 8 16675 

Od 2630 -448 2670 2630 1493 6418 

Ok 2608 -447 2648 2540 3274 28419 

■te 2622 -436 2635 SS46 3B8 2405 

Tim 34512 147,3*2 

H SflTfogAW MEfo. CHT flOO tone; Stan) 


Snt 16325 Setts 162S 6 Mta 16198 9 Brie 16161 


la HI U 

39.30 14289 22/54 
40.15 11940 47/80 
4125 2,193 18248 
4200 617 12478 

4420 on 12,135 
4600 688 10257 

36/8188,181 


ta 154.7 -04 1561 1534 18/45 60282 

tag 1549 -14 1567 1534 2/66 21/44 

Sep 1564 -15 1560 1544 958 14464 

Od 1542 -23 1575 1542 692 16463 

toe 1566 -22 1594 1561 2467 26421 

Jen 1574 -24 1614 157.5 141 3242 

TOW 23460 138277 

■ POTATOES UffE (2D tmet; £ VB tome) 


Mays rm. day 

CaeqLdMy 113/0 to 

15 day average 114.74 to 

■ WOTE snow LOTI 60 totoStanas) 

tag 2514 +63 254/ 2474 3X21 17221 

Oct 2464 -15 2465 2432 1400 11/31 

Dec 2*63 -12 2S20 2464 610 2429 

Mar 25*4 -14 25BX 251.1 414 2454 

May 2564 -22 2584 2574 23 593 

tag 2594 -24 2805 2589 42 290 

Total 6125 3*440 

■ mum iv csce mionctej cerietari 


1304 -524 
860 
1224 


ta 634 -622 650 62317451 74234 
Oct 843 -627 941 642 7250 56743 

tor 612 -020 92* 948 2407 26/70 

toy 615 -617 922 609 103 4463 

M 615 -621 927 615 106 3,718 

Oct 615 -022 62S 615 29 4,133 

ToM 27291171X8 

■ COTTOtt MICE (5048601 cantata} 


(Qrnde A) LNE 
1800 . . 

1700 

1000 

■ CORSE LRt 

IBS) 

1900 

1350 

M COCOA IKE 

1100 

1125 

1150 

■ BHEHT CtoRFE 
1400 

1450 

1500 


ta Od 

108 148 

50 92 

18 5* 

ta Sep 
49 130 

32 117 

2* 105 


43 75 

29 60 

18 48 

ta tag 
52 
25 
13 


ta Od 

21 90 

62 94 

130 154 
ta Sep 
66 190 

99 2Z7 

141 265 

ta Sep 
11 21 

22 31 

36 4* 

Jul tag 
35 GO 


LONDON SPOT MARKETS 


M GAS 06 F£ (Stand 


■ H6H 6BADE COPPB1 (COltX) 
Sett Day*! 


7575 +140 7580 
7346 +145 76.00 
76.30 +1.40 76.50 
7660 +120 7610 
7665 +125 77.00 
77.10 +120 7690 


Open 

Um w tot 

7420 410 433 

7445 208 3406 

7420 4.458 27465 

75.45 57 2200 

7440 433 7,443 

7640 5 1.709 

6448 074*1 


SeC Day's 
price donga Op 

122.75 +2.75 12325 
125/5 +2.75 12650 
12925 +240 13040 

132.75 +2.25 13125 
13625 +200 13650 
13825 +249 13850 


VOl tat 
6714 38449 
4462 19461 
1.033 12490 
920 11444 
542 15456 
471 9495 
17258156097 


for 

1S24 

-14 

165.0 

1624 

61 

1430 

Od 

m 

1720 

-14 

— 

• 

_ 

29 

Dec 

Tota 





61 

1408 

■tar 

■ reran (wh-uq ike <sioMex poaQ 



May 

Ini 

May 

965 

♦5 

958 

955 . 

4 

290 

Tdal 

Jn 

850 

-25 

860 

850 

16 

103 

• OR 

ta 

850 

-8 

860 

850 

10 

461 

od 

064 

-15 

900 

965 

10 

309 

ta 

Jn 

1015 

— 

1015 

1015 

5 

133 

Sfo 

Ibta 





46 

1/14 

■mr 


6748 -021 68.00 674011483 27413 
7638 -621 7095 7605 650 4X74 
7124 -629 71/5 7635 6453 36/94 
7229 -021 7290 7220 865 7439 
7246 -025 7325 7240 196 3473 
7323 -022 7340 7175 256 2217 
20471 Sta 

E JUKE era (I540cte; ceetatafi 


BR m 980 


PRECIOUS METALS 


■ UMDM MUM MMKET 

IPdcee eeppSed ty W M foBadiMl 

SW0 E Bprit Sfreqto 
Ctae 393.70-31420 

Opening 29Z40-2CA) 

Manid0 fix 28240 17638 427.34 

tone* h jga/5 178* wm 

Itoyl Hgt 29*20-29*50 

Dart Um 29Q5Q-Z909Q 

Piedmoete 29620-Z9&2D 

tos Lta tom field Leattog RMet (V. USSJ 

1 note 420 6ewn9n 4 09 

2 OHM 427 12 manors ljo 

3 matte ...422 


Opening 
MOfflldg b 

Afternoon h 

DWlMgll 

Deye Um 


LPoaUtaMeen 

1 matt 

2 dumb 

3 matte ..~_ 
Shorn 

spot 

3 matte 
8 aorta 
lye* 
field Cote 
RAtomnd 


■ KATUBAL 6AS >E 0400 ftenet grace pa tort 

ta 6690+0400 - 1,110 

Mg 84SQ+aD30 8.650 3420 55 965 

ToM IJ20 17468 

■ fiATOBAI. 6AS WWB4 (10400 IWtttoL; SMerita) 

Uteri Beyle Open 

price ohange Mgt Im W W 
Jen 2456-6039 2100 2040 42/38 22433 
ta 2470-60*8 2.115 2480 16/SB 42/14 

taQ 2.125 -0443 2185 2115 3404 34446 

tt» 2170 -6043 2210 2160 1413 1727S 

M 2230-04*0 2270 2225 2298184*3 

to* 2405 -0425 2430 2400 1483 11115 
TnW 73,101208,1a 


PULP AND PAPER 

■ HttfgQNmuSft 24 tatty te«) 


10840 +1.40 109.70 107.10 14K 21412 

11225 +145 11110 11640 240 6783 

11445 +1.55 11525 113/5 105 449B 

11645 +145 11640 11676 55 2170 

11135 +215 - - - 1.027 

12145 +235 - - - 690 

1/41 >8X08 


Sett Osfs Opai 

price ctange &gfc Lae IM tat 
Jon 50600 -440 511.00 50600 36 444 

Sep 52600 -540 53040 52540 66 523 

TeM 144 1,141 


HOUSE DATA 

Opn intoraet and Vatomc bM rim far corsatt 
haded « COMO, KneX, csr. nice. oc. csce 

and ME Grade 00 me me day In areas. Wane a 
Opes Wares bek at fores nderi monos. 


FUTURES DATA 

n M&rs ttd styritf fiy CMS. 


: iwm a im 


US cm eqnv. 
50840 
511.40 
511 K 
51440 
E 

181-184 


Nee Saanft* 


■ BUEADfiO GA30UK 

NVMEX (*240Q US gafc; clU5 galhj 

laeri Beys Open 

Bricn ctange Bgfe Im «W ett 

«SS +061 49.70 4245 16*48 21/26 
5045 +045 5055 4675 14X12 39^8 
tag 5095 +045 51.10 5645 5260 20.418 
S? +038 5685 5655 157 13.899 

« 4690 +023 49 95 4940 620 5,192 

*940 +618 49L50 4630 305 1.947 

T0 “ 41 5601 08X71 


Tea ban the Tea Bro tea* Assodatton 
Mombaaa; Brighter raid Medtam BPIs 
appreciated by 10-15 cents b« Lover 

Medure wore easier by 6-8 cants. Ptseier 
Wris wert firm but fitaous typo were 
easier. Brighter Squaring PFIs were again 
substantially dearer, particularly later 
Invoices, wttte medums appreciated By 
5-20 cens. Lower Martiena opened deem 
by 5-17 carts but eased as the sals prog- 
ressed CTC quotas for Bast BPIs war 
S240-S255 and tar Best PFIs w«$ 9283- 
5326. For Best PCri it raachad 825B- 
S2JB. snd tar Beat Die 12X08286 


May Z7 Bey ZB oart) ego 

vfi 1634.1 16327 


■ CW Rtoeta gam 1967 = log 

Msya May 22 wnM eg 

21942 21613 

■ BSP Spat Baa 1370 - 100) 

toy 28 May 22 meaBi fo 

157JJ3 15673 16*33 

u*e mffinnE snns (testa 


lleWei 

+4/75 

to 

5(6X80 

AAetaftai fley 
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-4040 

Dogger 

804c 

-14 
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4540c 
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+043 
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+14 
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l, 4 Distant sailor posted 
object to journalist (6-6) 

8 Charlie Snow’s number <7j 

9 Primarily hive, or sort of 
nest - one you wouldn't 
want to stir up! (7) 

11 Lust and greed, for exam- 
ple, send one lady insane 
on tiie Sabbath (6,-4) 

12 Tease old scout (4) 

13 Excuse a sudden burst of 
applause (5) 

14 Monkey smashed rhina cup 
(8) 

16 Helped Jack prepare diets 
(8) 

18 Critical about hospital’s sit- 
uation (5) 

20 Member left one thrmranri 
roubles at the centre (4) 

21 Bad lock Leicester, say (4,6) 

23 Gallows brings about the 
return of large flutters (7) 

24 Actress and singer also 
sent back cigar (7) 

25, 26 Society exposed in The 
Sun? (6,6) 

26 See 25 


3 Nurse at Indian resort has 
last piece of peanut butter 
(541 

5 Clubs - things good for an 
evening out? (5) 

6 Energetic democrat in 
charge after many changes 
U) 

7. 22 Dick’s rightwing type of 
book (9,5) 

10 Tar has Dutch ship that's 
very black (54) 

13 See 1 down 

15 Italian toy boy (9) 

17 Drank, primarily, Italian 
Marsala before Insults 
became extremely discour- 
teous (7) 

19 Broadcast heroic and, ulti- 
mately, brave farewell (7) 

21 Dislikes being heartless. 

oddly (5) 

22 See 7 (5) 

Solution 9,692 
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DOWN 

1. 13 Too good to be consid- 
ered guilty I abuse poison, 
mixing it with cold starter 
. of real (5,9) 

2 Lads vandalised outside toi- 
let - it's a disgraceful 
tiling (7) 
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LONDON STOCK EXCHANGE 


Footsie succumbs to worldwide equity sell-off 


rfSEM^Starciailex. 


MAra<ETRBPORT 
By Pttifip Coggan, 
Markets Editor 


The wave of selling that 
swept around world stock 
markets caused share prices 
in London to capsize yester- 
day, prompting the first 
three-figure tall In the FTSE 
100 index for a month. 

Shares were on the defen- 
sive from the outset: Wall 
Street's 150-point fall on 
Tuesday was followed by a 
drop of more than 5 per cent 
in Hong Kong, as worries 
mounted about a recession 
in the Former British colony. 


During the day, there were 
further worries from Russia, 
where the central bank tri- 
pled interest rates in order 
to defend the rouble, and 
from other European 
bourses, which dropped by 
2-3 per cent 

Mervyn King, the Bank of 
England's chief economist, 
did not help sentiment by 
saying to the Building Soci- 
eties Association conference 
that there was "a risk that 
consumption may prove 
stubbornly buoyant” and by 
referring to recent average 
earnings numbers as 
“undoubtedly disappoint- 
ing”. 


The comments Increased 
investor nervousness before 
next week's monetary policy 
co mmi ttee meeting. In April, 
Mr King was one of the three 
MFC members to vote for a 
rate increase. 

Mr King's comments 
weighed on the gilt market, 
which finis hed slightly lower 
on a day when world bond 
markets were generally ben- 
efiting from the “safe haven” 
effect 

As the final straw for Lon- 
don, Wall Street opened 
sharply lower once more, 
with the Dow Jones Indus- 
trial Average falling more 
than 90 points in the first 10 


min utes. A rally failed to 
hold and at the London close 
the Dow was 115 points 
lower. The world market 
seemed to be feeding on 
itself, with weakness in one 
region being passed on to 
another. 

All this bad news meant 
that, once the UK market 
had dropped 100 points after 
the first hour of trading, it 
showed a three-figure loss 
for most of the day. At its 
worst. Footsie was 133.8 
points lower at 5,336.9. By 
the dose, the loss was 1005 
to 5,870.2. 

Even the FTSE 250 and 
SmallCap indices, which 


have repeatedly outper- 
formed the Footsie in recent 
sessions, suffered in the car- 
nage. The SmallCap shed 
195 to 2.7735. The 250 index 
lost 40.1 to 55808. but stDl 
finished h i g her than the 100 
Index for the first time since 
May 1997. 

Richard Crehan, UK strat- 
egist at Morgan Stanley, said 
Footsie seemed to be stuck 
In a 5500-6.000 range. “A lot 
of people anticipated a mar- 
ket advance to 6,000 this 
year, but it got there within 
four to five months. Interest 
rates look likely to be flat for 
a w hil e and until we see a 
significant event, it is hard 


to see what will drive prices 
out of the range." 

Individual company move- 
ments were swamped by the 
overall market fall, although 
two index entrants - Hali- 
fax, which Is just about to 
join the MSCI, and Misys, 
which recently qualified far 
the Footsie - managed to 
rise against the market 
trend. 

Banks, notably HSBC and 
Standard Chartered, the two 
with strong Asian links, 
were among those taking the 
biggest hits. 

Volume was 858.6m by 
6pm, of which 53 per cent 
was in non-Footsie stocks. 
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Airtours 

loses 

height 

COMPANIES REPORT 
By Steve Thompson 
and Peter John 


Airtours. the travel group, 
was given a thorough shak- 
ing in the market after 
revealing disappointing 
interims and worrying news 
about trading. 

Interim losses are a com- 
mon feature for holiday 
groups because of the cycli- 
cal nature or the sector. 

Analysts said they expec- 
ted to reduce their current- 
year estimates by about 8 
per cent. 

The shares finished 35 
lower at 486' ip. 

Buying interest built up 
substantially in Granada, 
the leisure and hotels group, 
whose shares made gradual 
progress to finish tbe session 
16 firmer at £11.35 amid 
increasing speculation that 
the company might be about 
to reveal an acquisition. 
“Focused acquisitions are 
viewed as market positive,” 
said one specialist. 

Misys was one of a host of 
software stocks making fur- 
ther rapid progress In the 
market. The first software 
group to be included in the 
FTSE 100, Misys shares were 
rampant up until inclusion, 
only to fall away as inves- 
tors took profits. But many 
dealers regard the shares as 


oversold; they closed 166 
higher at £35-34. 

Halifax topped the list of 
Footsie performers ahead of 
the stock's inclusion in an 
index of the world's leading 
companies. The shares 
jumped 48 to 923p in spite of 
reports of a failed merger 
approach to Royal Bank of 
Scotland. 

Halifax will be added to 
Morgan Stanley's index of 
the world's 1.575 leading 
companies 3t the close of 
trade on Friday. Analysts 
said trade was active as 
institutions tried to top up 
holdings. 

Meanwhile. Royal Bank of 
Scotland rose in earlier trad- 


FT 30 INDEX Z 


ing but ended the day 5 
lower at £10.25. 

Heavily weighted banks 
led the FTSE down with Bar- 
clays shedding 42 to £16.50 
and Abbey National off 12 at 
£10.64. 

HSBC, with its heavy 
Hong Kong exposure, lost 
109 at £1531 and Standard 
‘JO’.ii to 772p. Schroders fell 
145p to £17.10. 

Support services group 
Rentokil Initial rose 2 to 
4i7p as investors took advan- 
tage of Tuesday's losses in 
the stock and bought the 
shares in the hope of the 
company returning superior 
earnings growth. 

Analysts said Rentokil 


Best ant worst perforata? FTSE actors 

Chemicals 
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shares had been buoyed by 
the company's ability to ful- 
fil its pledge of 20 per cent 
earnings growth per year. 
Earlier in the week Panmure 
Gordon published a big 
“sell” note on the company. 

Oil shares were compara- 
tively solid as oil prices 
recovered slightly on opti- 
mism about the forthcoming 
meeting of the 11-member 
Organisation of Petroleum 


ing new gas reserves and the 
latter more oiL 
Desire Petroleum, the Lon- 
don market's latest hot 
stock, with intense specula- 
tion about its drilling 
operations off the coast of 
the Falkland Islands, 
encountered a fresh dose of 
profit-taking to finish the 
day a net 67% lower at 
377%p. Volume in Desire was 
771,000 shares. 


Exporting Countries. Former 

Saudi oil minister Sheikh - - _ 

Yamani said Opec would vvaier "Sing 

have to cut output again to Anglian Water bucked the 
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stabilise prices when it 
meets in V ienna next month. 

A speech by Mr Yamani 
said that if Opec wanted to 
stabilise Brent at around 614 
a barrel, it would have to 
restrain output to 27m bar- 
rels a day. A survey for 
April pegged output at 
around 28.2m barrels per 
day. 

BP fell 5Vz to 923 1 /.p. Shell 
Transport dropped 7% to 
445V»p and Lasmo. which has 
been buoyed by its exposure 
to potential in the Falkland 
Islands, slipped 2 to 295Vip. 
Lasmo announced further 
encouraging drilling success 
in its operations in P akistan 
and Libya, the former find- 


NOTICE OF MEETING OF NOTEHOLDERS 

GAT1C S.A.I.C.F.LA. 

(the “Issuer”) 

Notice of meeting of the holders of tbe outstanding 
USS44.000.000 7% per cent. Notes due 1997 of tbe Issuer 
(the “Noteholders'" and the “Notes” respectively) 

NOTICE IS HEREBY GIVEN ihai a irxcanif of the Noichddcn- com oral bv the Loucr »ill he hcW a ihc offices of Smxmoas & Simmons. 21 Wilson Siren, London EC2M 2TX 
on in June TO a/ 11.00 un. {London time* Tor 6 k purpose of considering and. if drought ItL passing tfie resolution set out below, which will be proposed by tbe toiler *s *n 
E*uaonJaui? Revolution. 

Proposal 

Tbe Kmict failed io redeem die Note cm their maturity dale and has failed in make certain imereti and other pa yment* to tbe Noteholders and the Trustee las defined In the 
revolution i. .As a consequence. the Issuer is maktnp a Proposal las defined below) to 6 k Noteholder*. The ExtawrcBniiy Resolution set ou below, if duly passed, win approve the 
Proposal winch will involve uurr aha the rawc of new notes of the Issuer due 2UM5 in rcoslard form, in cs change for the bearer Notes, rights in respea of which will be 
>u<pcnded pending cancellation, all *. more particularly described to the Proposal Document i as defined he low l 

Extraordinary Resolution 

“THAT this meeting of the holders ot the oulsnndbiii USSJii.i* tijta m per com. Note due IW ot Gatic S-A-LC-FJA. tdm "Notes" and 6 k “Issuer" respectively) e nmri n ned 
by a mist deed dated 27 January l*«i i the "Trust Deed - ) and nude between ibe Isrocr and The Law Debenture Trust Corporation p.Lc. (6m "Trance") ta trustee for 6 k holders of 
6k tholes from lime lolimu (the “Notehutdcrs") herc+y- 

1. apprenes and sanction, die Proposal las defmed and more particular!) described in 6 k proposal document published by the loucr an oc about ZJ May 1908. acopy iff which hn 
been produced to this mcslmp and initialled by 6 k chairman hereof Tor the purposes of identification ithc "Proposal Document - !: 

2. approves eadi of 6 k Rcmhcduling Documents ijs defined in die Proposal Document r. approves and sanctions the concunence In an) caecudoo of the Res ch eduling Do eumcnw 
lo which it k expressed to be a puny by the Trustee in each ea.se in the form of the draft or copy wiudi has been prosfcccd to ttrl« meeting and initialled by the chairman hereof Tor 
the putpiMCN of kkroificatiun completed in such manner and with such amendments thereto Ilf any I as the Trustee shall a its absohiK discretion approve or require and sanction, 
and jKscnta to the modifications of anil satiations tu 6 k True Deed. 6te Notes and 6 k Agency Apeetnem ias defined in dK Trust Deed) and the issue of 6 k Scries 2 Noses (as 
defined In the Proposal Document i. all as re! erred k> m anchor to be effected by the Rcschcdnlng [>*ji merits: 

J sanction* on and subject to the terms and conditions set oul m the Sun*-tT«ainl Trust Deed las defined in 6 k Proposal Dammam the smprm ioo of 6k obligations of 6 k barer 
under, m reLukm to or in respect of each of 6v Noses and Ongvul Coupon, in defined m the Trust Deed', whedier any such obiigation shall arise tfidcr the Notes, the Original 
Coupon, the Ttust Deed. 6 k Agency Agnxmcm. 6 k Rescheduling Docmiktib or otherwise, and tbe sospensicn of the righfe csentisibk under, in relation » or in respect of each 
of 6 k NpKv aril the Original Coupons by the Tnr4ec. 6 k Noteholders or 6 k Iwkkn of the Ottgmil Coupons i6k “Cbupaoboktem"), whether nidi rights dull arte under the 
Note*. 6 k Original Coupons, the Trust Deni ihc Agency Agreement the Rescfinfulmg Documents « otherwise: 

4 sanctions every obrepaiion. oKshficaiion. compromise or ananguincni in respo.1 of 6 k rights of the Trustee. 6 k NmchoUcn and the CouponboMcn against the Issuer or any 
other or other, of them or aganta any of then property twhrthcr -*Kh righb shall aruc under the Notes. 6 k Original Coupons, tbe Turn Deed, the Agency Agreement Cs 
ulhcr»Lsci ir- nus he necessary or cvpcdicni to carry out or pvc effect Urdus rcvriutiorr ml 
9. unlhamcs the Trustee to ctmcur m and cxccule and du all sudi deeds, mstnuneots. acts and things j» may be necessary or cxpetfieol to cany out and give eflea to tfiis rcsc4unon. M 

Further DelaBs 

DcuiK of ttv bockgniund h the above Extnxmiiiun Rcsukilun are conomed io 6 k Propcnal DocumcnL The Praposd Document sets out and more patiicubtijr describes 6 k PropooL 
Cupic- at the Propreal Ducuikiu are available for col ledum by the Noteholders a 6 k specified office of 6 k Printipal Paying Agere set out below. 

Drafts isitbuxt to amendment csal snmptenoni ol 6 k Rodiakrliitg D.vurocnts tor. if jus iff the RcschodoUng Documans shall have been e nt e re d ion. copies thereof) and copies of tbe 
Trust Deed arc available for mspuLlicsi by 6 k Nutcholdasal 6 k spoafied offue of 6 k Principal Pay mg Agere. 

The mention ol Vsehnkteis is m pansuhr drawn to the quorum lapnred for the meeting and fee any ^Jjoumrd mecong- which lx ret out m paragraph 2 of "Voting retd Quorum" below. 
In acuadancc widt normal practice, (he Trustee ctpncsacs no opmnui no the moils ol Ihe Estraoretecoy Rtsofuhoo or of 6 k Proposal but has authorised it to be ituxl Ifast. on 6 k Uww of 
the infiamHM set out herein oul ui 6 k Proposal Document im lespeia of winch infcsntami the Trustee has not earned on any kskpaxteru vaffteatmi and respcmslbfRty for which is 
accepted by the Uu«r as sci out in 6 k Prrpi»*l Documcm). i( hx. ni' obyxTHm k> (he Esrrjonlinary R cs e Huo oa bong sabcriiigd to 6»e Notrfaokicrs farthcuconprie nT ion. 

- Voting and Qoonim 

1. A holder iff oik or more Notes wishing to attend and vote at the Meeting in person must produce al 6 k Meeting either the Motels I, or a valid voting eratifiaue or valid voting 
i-cnilicates issued by one of rhe Paving Agents w husc sfKCificd offices are ret oul below > " Pas mg Agents") relative to the Notefs) m respect of which he wishes to vote. 

A hokki iff iree u» mure Notes not w Lshmg io a ncrai and sore al the Meeting in pawn may either deliver bu Nmcfsi or votmf ccmftcatcis) to die perwm whom be wishes to 
altcnd on his bchal! or gne a nit ing tnstnieltoit through Eurocicar or Ccitel nr on a voting utrenictton form otnainabtc frara the specified offices or the Paying Agaus msnuctHig 
a Paying Agon to oppumi a proxy to attend ml vote at the Meeting iar if aj^riiabii' any adjourned Meeting I m jocortiance with his ireanictioRS. 

* hnUcr of a Note may nbum a voting ccriificaK m rrvfxxl uf sacii Note from a Paying Agent or require a Paying Agent to issue a block voting Instruction in respect of such 
Note by dcp< .siting such Nok widt such Paying Agent re no 6 k sonsCaciron of such Paying Again by such Note bring held to its enter or under its Control (which shall inctutir 
hnng bkxiicxJ in a sccimncs occounr at Eurocicar or Ceded, m each care not levs dun -W hours before the tone fixed far the Meeting and on terms that no such Notts win case 
io he so deposited oi hehl unlit ihe first M occur ol isl Ihe conchisian of the Meennj.- ot if baa. of any adjoimied xodi Meeting, and lb) im the ease of a wrong certificate) Ihe 
wrendcf of the cotificaie to the Paying i\gcnt who tsstied tbe same or i m the case of a block voting tnarueti o n) the surrender to the Paying Agent not less than 48 hours before 
the time fre which the Meeting or any mJ(oumcd such Meeting is cxanvcnexl ot 1 tbe receipt issued by such Paying Agrau m respect of each such deposited NoK which is to be 
released a tas the case may require! ihe Nrec or Notes ceasing with the agreement of the hying Agent to be held so its order or under its control and dK giving of notice by the 
Pay mg Agent u> the Issuer hi jcconluncc wuh dK pnniMofb nl ihc Trosr Deed of the oaxuay jmendman to the Wock voting ktsouaJoa. The holder of any voting cenificae 
or the proxies raroed m any block voting msuucrian doll for all purpawai m connection wuh the Meeting or adjournal Meeting be deemed to be Ok bolder of the Notes tu 
which Midi voting certificates or block voting imnucikm relates and ihe Pay my Agent wttb whs* roch Notes have been deposited or the person hobfing the same to the order 
or iixIct the creurol of such Paying Agon shall be deemed for arch purposes ore to be the holder of those Notes. 

2. The quorum required ai Ihe Mcamp Is* 6 k passing ol the Extraordinary Resolution is rwu or more person, pna holding Notes or votiqg certificates or being proxies or 
rcrruK-neinsex and holding or repmemms in the oggregaK not leu that rimre-quonert of tbe principal amoum of the Notes for 6 k time being outstanding, tf rbc Meeting B 
ad mimed. 6 k quorum rexpmed ji the adjourned Mooing for the passing of 6 k Esnaonlhary Rewhition is two or mare persons preset* bolding Notes or voting catificarei or 
being pro sic. or being represenumes and baidins or represeming in the aggregate not less than one-third of the principal araanrer of Ibe Noses for the time being ouensnding. 

5. Ex ay quevuun submhted to ihe Meeting will tv decided in 6 k first instance by a thaw of hand, and in case of equality of votes 6 k □airman shall both on a show of bands and 
un a pull have a caunig sole m advBiKm iu the sou or vote uf any) io which he may be cotidnl os a Noteholder or os a hoblcr of ■ voting certificate or as ■ proxy or as a 

rcrKKfflaiivc. 

4. At (he M&img or any adjourned Mccmg unless a poll cs (before or on 6 k doctaratnin of the resuil of the show of hands) d em saded by 6 k Otsimun. 6 k Iscner, ihe Trustee or 
any person prevent hokEng a Nc4c or a s atmg certificate or bemg a proxy or representative (whatever the |rina)*I amount of Ibe Notes so bold or repr es en te d by him) a 
dcxLifaiinn by ihc Chairman that ihc Exlraonlinaiy Resolution has been carried or carried by a particular majority or kal or not carriaJ by l particular majority shall be 
vxmdutivc evidence of the fart without proof or 6 k number or proportion d Ihe votes recorded at favour of or agairw such resolution. 

5. At 6 k Meeting or any adjourned Meeting tai un a drow uf hand, every pervuu who u prevail in paxon and produces a Note or voting certificate or Is a prosy or represeocitive 
shall lime one i ote ami ihi sin a poll every person who is so present shall have one vote m re xpc ct of each U5SI or nidi other amount as 6 k Trustee may in Its stoohrte 
Jiserclion stipulate in praKipul amount of 6ic Notes <■> produced or rtpicscnicd by ihc voting certificate so produced or in respect of wtueh be is a proxy or representative or in 
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trend as it launched the 
water and sewerage compa- 
ny's results with a slight rise 
in profits and a 13 per cent 
dividend increase. 

The shares closed mar gin - 
ally higher at 865^ after 
the company boosted its 
total dividend to 39p per 
share. It also announced that 
profits for the year to March 
of £267.8m were op from 
£257m and within expecta- 
tions. 

Analysts were further 
enthused by the company's 
plan to return up to 8 per 
cent of its capital to share- 
holders in the form of a “B” 
share issue to compensate 
on its balance sheet for the 
effect of 13.6m warrants 
maturing in August and an 
enhanced scrip dividend 
offer. 

The city had expected the 
sector to keep a low profile 


should be implemented in 
2000 for five years. 

South West Water and 
Yorkshire Water, which also 
report annual results this 
week, edged higher, South 
West by a peony to 956p and 
Yorkshire by 3 to 476p. 

Mining group Billiton 
dropped another 3’/i to I52'.4p 
as a large line of stock con- 
tinued to overhang the mar- 
ket following an attempted 
placing by Dresden- Kleln- 
wort Benson. 

The broker bought about 
4.8 per cent in Billiton 
recently from Sanlam. the 
South African mutual 
insurer, and undertook a pla- 
cing with institutional cli- 
ents. It was reported that it 
had not placed all of the 
stock and was understood to 
be holding around 60m 
shares. 

A spate of results and trad- 
ing news from the retail 
arena saw Kingfisher down 
7 at £10.83, after the 5.9 per 
cent increase in sales during 
the first quarter. 

Allders edged up 3 to 239p 
on news of the almost 5 per 
cent lift in sales in the first 
seven weeks of the trading 
year. 

BAA gave a belated posi- 
tive response to the 18 per 
cent lift in annual profits, 
the shares up 11 to 674p. 

British- Airways lost 13ft- 
to 636ftp in the wake of pre- 
liminary figures showing 
profits down an expected 9 
per cent, badly affected by 
sterling’s performance over 
the past year and more. 

Cigarette maker Gallaher 
eased to SOOi^p as the com- 
pany told shareholders that 
sales fell in the domestic cig- 
arette market by more than 
4 per cent during the. first 
three months of this year. 

Chairman Peter Wilson 
said he believed the market 
"may well be roughly fiat,” 
because “bootlegging" of 
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in the current spate of tobacco from mainland 


results as a new structure 
for price caps is currently 
under discussion with indus- 
try regulator Ofwat and 


Europe, where government 
taxes are much lows' than 
in Britain, remains a “signif- 
icant issue”. 
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WORLD OVERVIEW 


The bears were out in force 
yesterday as Tuesday’s late 
plunge on Wall Street and 
renewed economic worries in 
Asia and Russia sent share 
prices tumbling, writes 
Philip CoQQan. 

The 150-point fall in the 
Dow Jones Industrial Aver- 
age on Tuesday - partly 
linke d to earnings worries - 
set a discouraging tone for 
Asian markets. Adding to 
the negative sentiment was 


the downgrade by Moody’s 
of the credit rating of five 
Japanese hawkg 
Then a warning from 
Hong Kong chief executive 
Tung Chee-hwa that eco- 
nomic growth could be nega- 
tive rt~iA a nnn n n tynim t 

of a 12 per cent fall in 
annual retail sales meant 
Hong Kong briefly replaced 
Korea as the Asian market 
in the spotlight The Hang 
Seng inrimr foil fL3 per cent 
The global team at BT 
Alex Brown warns: “Econo- 


mists in the HK region have 
been exceptionally slow to 
adjust their forecasts to 
reflect the growing economic 
reality. Despite heavy down- 
grades, analysts have yet to 
factor an outright recession 
into their earnings fore- 
casts." 

BT Alex Brown adds that 
Chinese economic growth is 
slowing and devaluation of 
the renminbi remains a risk 
towards the year end. 

“As a result of this risk, 
short-term rates in Hong 


Kong remain high. This will 

nnriflrmtnp hanking and 

property stocks. Together 
they account for twpfijirfs 
of the Hang Seng Index. 
With property developers 
now engaged in a price war. 
the outlook for the Hong 
Kong market is bleak," it 
said. 

Europe had its own casu- 
alty in Russia, where specu- 
lation about the devaluation 
of the rouble prompted the 
central hank to triple inter- 
est rates from 50 to 150 per 


bent'The Russian stock mar- 
feet dropped 10=8 per cent in 
response." 

•• Another weak opening an 
Wall Street, with the Dow 
falling more, than 100 points 
in. the Hew York morning, 
added to ihe downward spi- 
ral. FaMri Amwiran Trinr koK 

aigA took a hit 
'-And Barton Biggs, the 
Morgan Stanley strategist, 
said he was planning to cot 
the us and emerging market 
proportions of his model 
portfolio and raise the cash 


element Mr Biggs cited a 
number of bearish signs, 
fafitifttug deteriorating mar; 
feet breadth, fagging medium 
and small-cap stocks and 
troubles in tech stocks. 

AH of fids had ’an inevita- 
ble impact on European 
bourses. Losses woo in the 
23 per cent range in most 
markets, bringing the 
record-breaking runs to an 
abrupt halt European mar- 
kets have gained around 27 
per cent in dollar .terms 
since the start of the year. 


the speculators 


US equities 
slide below 


Spain leads Europe’s retreat 


BIROPE 


8,900 level 


AMERICAS 


Worries about Asia and US 
corporate earnings put Wall 
Street on the spot for a sec- 
ond day, sending the Dow 
Jones Industrial Average 
back below 8,900, writes John 
Ldbote tn New York. 

By early afternoon the 
Dow Jones Industrial Aver- 
age had lost 10538 or 1.18 
per cent to 8358.35, while the 
broader Standard & Poor’s 
500 index was down 10.17 to 
1,08335. The Nasdaq compos- 
ite was off 24.16 at 1,75333. 

As the market experienced 
a second day of sharp losses, 
analysts were left to debate 
whether a widespread cor- 
rection in US shares was 
underway. 

Some believe the current 
downward slide will coax 
buyers back into the market 
Arthur Hogan, chief market 
analyst at Jeffries & Co in 
Boston said 8,850 was an 
important technical level for 
the Dow and one worth 
watching. 

“If we can close above 
that, it is a strong signal 
that the worst is behind us,” 
he said. 

Analysts were focusing 
more on rising worries in 
overseas markets. 

“We're seeing a blueprint 
in front of us of how finan- 
cial crises deepen and 
spread,” said Hugh Johnson, 
chief investment officer at 
First Albany. “There's a lot 
of work that needs to be 
done to restore confidence in 
markets in Indonesia, Japan, 
Russia, and elsewhere." 

The flight out of equities 
sent bonds Hi ghpr for a sec- 
ond day and US Treasury 
prices climbed on. By early 
afternoon the benchmark 30- 
year bond had gained to 
104%, sending the yield down 
to 5321 per cent 


Among component shares 
in the Dow, International 
Paper came off $1% to $47%, 
while Sears Roebuck fell $lft 
to *60%. 

Netscape Communications 
bucked the trend, rising gift 
or 5 per cent to $25£ as 
Investors continued to warm 
to Tuesday's announcement 
of a break-even result for the 
quarter ending April 

Most internet shares fol- 
lowed the general market 
lower, however, sending the 
American Stock Exchange's 
Internet index down 2.47 to 
316.05. 

Computer parts maker 
Iomega lost $ft to $6& after 
the .in n n nn cement that the 
company's chief financial 
officer had resigned. 

Transport stocks also 
traded lower. Northwest Air 
lost $2% to *46, while AMR 
fell *4% to *148£. 

TORONTO fell steeply, hit 
by the weak trend on Wall 
Street and a slide for the bul- 
lion price that sent the 
heavyweight golds sector 
skidding lower. 

At the noon calculation, 
the 300 composite index was 
down 112.96 or 13 per cent at 
7313. 

With the bullion price sag- 
ging through the *295 level 
golds moved lower across 
the board. Barrick fell 40 
cants to fywM and Placer 
Dome ramp .off 20 cents to 
C$18.20. Teck Corporation 
lost 10 cents to C$17.75. 

Financials were also in fail 
flight, notably the banking 
sector, where sentiment has 
lately been marred by fears 
about higher interest 
rates. 

Royal Bank of Canada 
shed 80 cents to C$8530 and 
Canadian Imperial 95 cents 
to C$48.60. Bank of Nova 
Scotia lost 25 cents to 
C$37.95. 


Sao Paulo pulled lower 


SAO PAULO continued to 
stream lower as stock mar- 
ket shakeouts in Russia and 
across Asia trained the spot- 
light on Brazil's own eco- 
nomic shortcomings. 

Blue chips plunged and at 
the midsession count the 
Bovespa Index, which had 
tumbled 5.8 per cent on 
Tuesday, was off 327 or 83 
per cent at 9,110. 

“There is not a lot of vol- 
ume around, but where 
there is action it is all on the 
sell side,” said one broker. 

Among market heavy- 


weights, Telebrds fell 33 per 
cent to R$11430 and Petro- 
bris 24 per cent to R$2054. 
Eletrobrds came off 23 per 
cent to RS34.69. 

MEXICO CITY tracked 
Wall Street lower in early 
trading, with sentiment fur- 
ther weakened by a poor 
start for the peso in the for- 
eign exchanges. 

At midsession, the IPC 
index 6tood at 4.345.69, a 
decline of 2.4 per cent or 
107.89. The index ended 
Tuesday’s session 3.4 per 
cent lower. 


European equities, which 
have been probing record 
highs in recent sessions, 
were in headlong retreat yes- 
terday with Frankfort, Mad- 
rid Milan nil tumbling 
more t han. 3 pe r cent 

FRANKFURT ended just 
above its low for file session. 
The Xetra Dax Index was off 
173.01 or 3.1 per cent at 
5,46638 at the close of elec- 
tronic trading, financials led 
file way down. 

Deutsche Bank fell DM6.60 
to DM152.90 and Dresdner 
Bank came off DM3.75 to 
DM99.10 as investors fretted 
about the sector’s exposure 
to Asian foniUwg 

Allianz shed DM18.90 to 
DM57330 in spite of reveal- 
ing hidden reserves of more 
than $50bn. Munich Re gave 
up DM2330 at DM816. 

Among leading Industri- 
als, Daimler Benz was 
actively traded, losing 
DM330 to DM195. Technol- 
ogy stocks ware mixed. SAP 
lost DM50 at DM955.10, but 
Deutsche Telekom turned in 
a defensive performance, 
dipping a modest 90pfg to 
DM4930. 

Sportswear leader Adidas- 
Salomon appeared to suffer 
from unfortunate timing, 
slipping DM430 to DM31830 
on news of promotion to the 
benchmark Dax index. 

Heidelberger Druck fared 
better, rising DM7 to DM150 
as investors learned that it 
had beaten car rental group 
Sixt for a place in the 
second-tier MDAX toHor 

PARIS feD 9831 or 24 per 
cent to 4,01737 on the CAC 
40 index in below-average 
trading volume. 

Bank* were in the of 
the action with Socfett G6n- 
frrale and BNP, which are 
thought to have a combined 
exposure to Asia of more 
than $10bn, soaking up 
much of file selling in the 
sector. 

SocGen lost FFr57 or 43 
per cent to FFr1307 and 
BNP came off FFr20 to 
FFr504. LVMH. which has a 
large customer base in Asia, 
gave up FFr56 at FFr1388. 

Usinor, a strong market 
lately on broker optimism 
and Brazilian acquisitions, 
fen FFr530 to FFr101. 

Synthelabo managed to 
avoid the backwash, adding 
FFr51 to FFr996 an positive 
broker comment following 
the news that the group 
plans to take control of a US 
drugs joint venture. 

Among lesser caps, Havas 
Advertising fall FFr86 to 
FFr3151 in spite of a fore- 
cast of minimum profits 
growth of 20 per cent for this 
y ear. 

ZURICH also saw large 
losses among the heavy- 
weight financials , and the 
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SMI index ended with a 
decline of 98.4 at 7,6383. UBS 
shed SFr56 to SFT2317 and 
CS Group lost SFr6.50 at 
SFr82630. Swiss Re ended off 
SFi85 at SFI3347. 

Among industrials, ABB 
dipped SFr25 to SFT2300, but 
Ahisuisse to push 

hi gher <m rumours of Immi- 
nent corporate activity. 

Ems-Chemie and BZ 
Group, two ag gr e ssive Swiss 
investors, have between 
them built up a stake of 
more than is per in the 
alummnnn group, 

AMSTERDAM closed 
lower on options-related sell- 
ing by private I n vestors, and 
the AEX Index fell 1839 to 
1,19831. 

Fortis, the Belgo-Dutch 
hank, fell FI 330 to H 123 in 
spite of a higher-then- 
expected first-quarter earn- 
ings unnminirflriMnt Q Stood 
by its bid for Generate Bank 
of Brussels, following ABN 
Amro's counter bid on Tues- 
day. 

ABN, the most active issue 
of the day, fell F1L30 to 
FI 50, while in Brussels, Gen- 
erate rose BFr275 to 
BFI97375. 

KNP BT, the office prod- 
ucts trader, bucked the trend 
and rose 60 cents to FI 11830. 

MILAN was kwnrkad down 
by a sell-off in blue chips 
and the Mlbtel index 
declined 745 or 3 per cent to 
24,130. 

Fiat fell L170 to L8407 fol- 
lowing an announcement 
that it would be selling its 
chemical unit Snia BPD 
through an offer to private 
and institutional investors. 
Snia declined L182 or 63 per 
cent to I23O8 as investors 
had been expecting Fiat to 
sell file unit to a single cor- 
porate buyer. 

Olivetti was the most 
active issue of the day, fall- 
ing L47 to L2.600, while 
Banca dl Rama lost L63 to 
L3.637. Credito Italiano 
retreated L408 to L9.976 
while Montedison fell LSI to 
13,464. 

Benetton lost L667 to 
138350 on profit-taking. Its 
shares were bought up ear- 
lier before its shareholders 
meeting. 


Hong Kong hits four-month low 


ASIA PACIFIC 


Au official warning of 
negative growth far the ter- 
ritory pushed HONG KONG 
down to a four-month law. 
The news, combined with 
the steep overnight slide for 
US equities, left the Hang 
Seng Index off 498.78 or 53 
per cent at 8,983.43 in much 
improved turnover of 
HK$8bn. 

The warning of economic 
contraction came as retail 
sales for March came In 12 
per cent lower and sparked a 
wave of scare stories about 
the contents of a govern- 
ment first-quarter economic 
report, due tomorrow. 

HSBC fell HKS9 to 
HKS188.50 and Cheung Kong 
HKS2.7D at HKS42.50. 

Much of the day's selling 
was futures-driven with the 
May Hang Seng contract 
ending at a significant dis- 
count to the cash market at 
8380. 

TOKYO fell 1.4 per cent on 
yen weakness, bank credit 
rating downgrades and the 
overnight shakeout on Wall 
Street, writes Bethtm Hutson 
in Tokyo. 

The Nikkei 225 average 
ended down 220.53 at 
15,66439, after falling fro m 


the opening high of 1532433 
to briefly hit a low of 

1534930. The Topix index of 
all first-section shares lost 
938 to 132234. 

The banking sector was 
down 1.8 per cent as news of 
Moody's downgrades for five 
stocks, together with the 
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watch-listing of a further 
four, combined with general 
worries over exposure to 
Indonesia. 

Bank of TokyoMitsubishi 
fell Y30 to Yl,455, Sakura 
Bank Y10 to Y426. Sumitomo 
Bank Y20 to Y1305, Dai-Ichi 
Kangyo Y27 to Y840 and 
Industrial Bank of Japan Y20 
to Y872. 

One exception to hanking 
gloom was Chuo Trust and 
Banking, which was up Yll 


to Y417 after it announced a 
tie-up with HSBC. 

Utilities and railways 
strengthened slightly as 
investors sought safe 
havens. The electricity and 
gas sector was up 0.18 per 
cent, and land transport 
climbed 0.17 per cent 

The continued weakness of 
the yen, which touched Y138 
to the dollar at one stage, 
helped some but not all 
blue-chip exporters. Sony 

gained Y130 to Y11.850, 
Honda Y30 to Y4.690 and 
Toshiba Y17 to Y5S2, bat 
Toyota was unchanged at 
Y3.480. 

Hitachi lost Y2 to Y954 in 
heavy volume, in spite of 
announcing plans for a large 
share buy-back. 

Turnover picked 19 from 
27&n on Tuesday to about 
ravni shares, but rim-lining 
shares outnumbered gainers 
785 to 314. 

In Osaka, the OSE index 
lost 170.51 to close at 
16,448.16 in volume of 8m 


JAKARTA dropped 
sharply as investors sdd-off 
companies with connections 
with former President 
Suharto. Weakness in other 
Asian markets also 
prompted selling and the 


JSX index lost 1739 or 83 
per cent to 41637. 

The launch of investiga- 
tions into favours extended 
to Mr Suharto’s family and 
friends raised alarm over 
companies with Suharto 
links. Indofood, controlled 
by file Salim Group, which is 
beaded by a dose ally of Mr 
Suharto, was the leading 
loser of the day, falling 
Rp750 or 81 per cent to 
Rpi,675. Astra, the car- 
maker, fell Rpl25 or 10 per 
cent to Rpl375 and Indoce- 
meat lost RplOO to Rp23oa 

BANGKOK lost 4 per cent 
as foreign Investors 
unloaded blue chips. Senti- 
ment was also hit by the 
weakening yen and the com- 
posite Index lost 14.42 to 
340.12 led by financials.. 

Thai Farmers Bank fell 
Bt5 to BtSS while Bangkok 
Bank lost Bt5 to BW4.50, 
Securities One lost BtiUO to 
Bt430, while Krung Thai 
Bank declined Bt030 to 
Bt730. 

SYDNEY fell steeply, 
pushed down by weak golds, 
regional worries and the 
overnight fells on Wall 
Street. The golds sector 
retreated 33 par cent The 
All Ordinaries index lost 47.T 
or L7 per cent to 2687.0. 


MADRID was depressed by 
worries ova Latin American 
ffpfniriwi markets and the 
general index lost 2936 or S3 
per cent to 8726. Fears flat 
developing markets would 
be battered by the falls in 
Aria weighed mi blue chips 
with large investments in 
Latin America. 

Santander fell Pta3O0 to 
Pta7,690 - and BCH declined 
Pta85 to Pta4345. Telefonica, 
which was also bit by the 
announcement of its opposi- 
tion to the government’s pro- 
posed changes in telephone 
tariffs, declined PtafflLO or 43 
per dent to Pta8350. : 

ftutet, the ntfUttwa major - 
undergoing a privatisation 
programme, fell PtalSS or 
almos t 6 pe r cent to Pta8365. 

STOCKHOLM lost ground 
led - by Ericsson, which war 
bit by Asian weakness. The 
general index lost 71.45 or 13 
per cent to 334037. ' 


• Ericsson fell SKr630 to 
SKr220,. while Astra, the 
drugs . group, softened SKrS 
to SKrlSl. Volvo, the. car- 
maker, tost SEW to SKx25L. 
Profit-taking, eroded earlier 
gains in spite of the launch 
of the S80 luxury sedan 
scheduled for today . 

HELSINKI sank 2 per cent 
as Nokia fell cm Aslan fears 
and - forestry stocks were 
hurt by Tuesday's decline in 
the sector an Wall Street. 
The Hex index lost 10632 to 
435734. 

Nokia retreated FM7J5Q to 
FM362 while UPM- 
Kymmene, the _ forestry 
group, lost FM4.50 to 
FM16250. Enso eased FML40 
to FM6I. Hartwall, the 
brewer, losf/FM4 to FM168 
mi uncertainty over the eco-. 
nomic stability of Russia, 
one of its fastest-growmg 
markets. 

MOSCOW continued to- 
larch lower as the flow of 
negative news built to gale- 
force levels following a dra- 
matic increase for official 
interest rates ; 

Determined to stave off a: 
frrrtrig n arehang n run mi fife 
rouble, ..the . central bank 
l|jm mark <n- rates fro m - 
60 percent to 150 pm- cent 
At thfe dose of trading, the 
RTS index was off:103 per 
cant to. £87.23, its lowest 
level since' late 1996. . . 


Written sand edited by 
Jeffrey .' Brown/ Enriko 
Terazono, Paul Grogan, and 
Nicholas Miller. 


An increase in official 
.. interest rates in South 
Africa, triggered by the frag- 
fio rand, has cata swathe, 
through the Johannesburg 
stock exchange this week. 

For most of this year, equi- 
ties have roared ahead as 
investors discounted a rosy 
interest rate scenario - with 
possible cuts of up to two 
percentage points in key offi- 
cial Tates, according to- 
James Scott at Sod6t& G6n- 
6rale Frankel Poflak. . 

However, the picture has 
changed dramatically: this 
week with the Reserve Bank 
going to war against cur- 
rency speculators. 

Analysts are wanting 

banks might have to raise 
their lending rates to the 
public if the turmoil in the 
currency market persists. 
Banks are trying to hold 
rates stable in the hope that 
the turbutencole temporary. 

“If the repo rats remains 
this high for more than- a 
week, it Is Skdty hanks will 
hike t h gfr prime rates,*’ said 
Gordon Smith, analyst at 
Deutsche Morgan 4^xrtfefir 

The all share Jndex 
reached a peak of .837815. on 
April .21 - 35 par cent tip car 
its opening: level fids yen:. 
Although the . record high 
was followed by a spell of 
profit-taking^ the underlying 
sentiment remained bullish 
as' frwrig n investors -contin- 
ued to buy file South African 
interest rate story. - ' 

• As if the sudden change in , 
the interest rate outlook 
were sot enough, the gold 
price also refused to play 
ball. The bullion juice has- 
dipped below $295, putting 
pressure on gold shares. 

. The downturn on world 
stock markets farther 
depressed sentiment yester- 
day the. all share index 
xlosed 889.9 or 5 per cent 
.' lower at 7.4523, taking its 
-fosses in two days to almost . 
S3 per cent. • • . 

Bank shflres,~ ti^datiihg8 - 
of the market tor mpst of the i 
year, took t he bigg est jjound- 
ing as the investors fretted 
about the pressure on. banks' 
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margins. The financial Index 
plunged 7426 or 53 per cant 
to 12,7123, bringing hs 
decline to almost 73 per cent 
in two days. ." 

' Tim financial index peaked 
at 14,739.1 in mid-April, hav- 
ing-soared 45 percent from 
the beginning of Jhg year. 
Big financial mergers and 
acquisitions, as well as inter- 
est rate femes, had foelled 
banks* popularity. 

The outlook for eqaities 
depend# an the rand's ability 
to hnft* its own. against the 
dollar.- So “far. the- catitxal 
bank has managed to keep 
fixe rand at about -R&M fo 
the dollar, a loss of Utile 
more than 1 per cent in the 
past two weeks, but at great 
cost to its already thread- 
bare. gold and foreign 
exchange reserves. - 

tt postponed- using interest 
rates aggressively for as long 
as possible, frying to protect 
the currency^ through inter- 
vention. 

Analysts sen worried that 
the central bank might have 
spent as much as a third of 
its foreign exchange reserves 
HofanHing the rand. 

Kevin Brady at brokers 
Barnard, Jacobs, Mallet said: 
"The crucial issue for the 
markets is the amount offer-' 
eign exchange tha.^ central 
bank Jbes used. The -figmg 
^ .ba foleased next^sk; 
w& M Jt; Is bad, eQufitiW 
wul take a dramatic khofc£J\ 
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